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Introduction
PrimeMinisterAbeofJapanandPresidentTrumpoftheUS(United
StatesofAmerica)talkedatthefirstsummitmeetingofJapan-USon
February10,2017.TrumphasbeencomplainingabouttheJapan-US
economicrelationssuchastradedeficitwithJapanandexchangeratefor
awhile.IntheJapan-USJointStatementofEconomyandCommercethis
time,itwasconfirmedthatthreeapproaches,mutualycomplementary
fiscal,finance,andstructuralpolicyareused,andbasedonfreeandfair
traderules.They alsoconfirmed tostrengthen regionaleconomic
relations.ItissaidthatJapan’smutualcomplementaryfinancialafairs,
moneymarket,andstructuralreform policiesimpliedthat“monetary
easinginJapanisnotcurrencyinduction”.Isthiscommentoutfromthe
lessonlearnedfrom the‘PlazaAccord’?OrisitbecausetheUStrade
deficitwithJapanhasdecreasedcomparedwiththattime?
The‘Trumpphenomenon’is,ofcourse,partlyattributedtoD.Tramp
himself,butweshouldalsopayattentiontotheflow thatcausesthe
phenomenon.Isupposethatthis‘Americafirst’phenomenonhasalready
begunsincethe1980s,althoughthisphenomenonhasdiferentdegrees.I
thinkthatweshouldpayattentiontothepoliticalandeconomicprocess
sincethen.Sotospeak,the‘path-dependent’appearsatthesuccessiveUS
administrationlevelasthe‘TrumpPhenomenon’atthemomentinthe
historicalprocessthathasbeencontinuous.
TheJapan-USeconomicrelationsaftertheSecondWorldWarcanbe
caledthehistoryoftradefriction.Japaninitialyvoluntarilyregulated
exportstotheUS in theorderoftextile,then steel,automobile,
semiconductorandsoforth.In1985,the‘PlazaAccord’sometimes
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adjustedforeignexchangesignificantlytotheyenappreciation.Sincethe
1990s,themutualsystemwastakenupatthe‘StructuralImpediments
Initiative (SII)’,and furthermore in the ‘Japan-US Comprehensive
Consultation’“NumericalTargetsforReducingSurplusesbyJapan”went
up tothetop.Thereafter,the‘Japan-US Regulatory Reform and
CompetitionPolicyInitiativeandtheUS-JapanEconomicHarmonization
Initiative’continued,andnowintheconflictbetweenJapanandtheUS
economicconflict,suchintensepoliticalbattlescannotbeseen.
Theexchangeraterepresentsthevalue(price)ofthecurrencyand
servesasanindexforcomparingandevaluatingthevaluewithother
currencies.Theexchangerateafectsnotonlytheeconomicfieldbutalso
everyfield.Theforeignexchangemarketsetstheexchangeratewith
foreigncurrencyintheimportandexportofonecountry,andafectsthe
demandandsupplyofgoodsandservicesproduceddomesticalyand
abroad.Exchangeratemovementsafectthecompetitionofgoodsand
servicesproducedinvariouscountries,whichinturnafectsthepattern
oftradeflows［KuperandKuper,1996:275］.
Theactualexchangeratesettingadjustsitsmovementnominalyor
virtualy.The relationship between the theory ofexchange rate
determinationandempiricalevidencecannotbestatedclearly.The
movementattheexchangeratereflectssupplyanddemandforfinancial
resourcesamongthenations.Paritydevaluationisconsideredasan
indicationofexcesssupplyofdomesticfinancialassets.Exchangerate
stabilityrequirescontinuouscurrencypolicyamongcountries［Broz,
Frieden,2006;Bernhard,BrozandClark,2003］.Furthermore,politicalspeculation
mayworkthere.
However,itismeaningfultopayattentiontothe‘PlazaAccord’that
hasbecomeamajorturningpointinconsideringthecurrentinternational
politicaland economicposition ofJapan.The‘PlazaAccord’was
especialyasimportantasfortheJapaneseeconomyinthefixed
exchangeratesystemofadolar=360yen,thecolapseoftheBretton
Woodsregimein1971,theSmithsonianagreementin1973anditscolapse
［cf.Ito,2016］.Because,asaresultofthe‘PlazaAccord’in1985,thestartof
yenappreciationstarted［Pempel,1998:11,177］,investmentandtradebecame
active［Pempel,2005:21］,EastAsiancountriespromotingeconomictiesand
mutualexchanges［Machintyreand Naughton,2005:77,81;Tachiki,2005:159］,
subsequentchangesinmaterialandpsychologicalconsequenceinJapan,
suchastheAssetBubbleEconomy,traderelationsbetweenJapanand
theEastAsiancountries［Pempel,1998:200;Weiss,1999:155;Evans,2005:198］,the
occurrenceoftheeconomiccrisisin1997,developmentoftherelationship
withJapanandtheworld,andfurtherclosingtheconnectionbetween
Japanandtheworld,andthelater‘lost20years’［Weiss,1999:177;Tachiki,2005:
169］.Theyhasbecomeatthecriticalmomentstoform thepresent
appearanceofJapan.
Thegovernmentdecidesthelevelandstabilityofexchangerate.Its
decisionafectsthedomesticpriceofimports.How todeterminethe
domesticpricewilafecttheinflationrate.Exchangeratesalsoinfluence
theactualincomeandwagelevelsthroughthesamemechanism.Tothe
extentthattheinternationalcompetitivepositionofdomesticproduction
products afects,exchange rate movements are meaningfulfor
productionandemployment.Thegovernmentmayshowresistanceto
currencyappreciationduetoitsdisadvantageousemploymentefect.
Beyonddoubt,thereremainsalsopossibilityofdevaluationoftheparity
withthepoliticalandeconomicbenefits.
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Accordingtoeconomictheory,determiningtheexchangerateisbased
ontheeconomicstructureandtradebalanceofeachcountry.Ofcourse,
theyenanddolarexchangeratesinrealitydonotfunctionasexpected.
The‘PlazaAccord’wasaneventthatprovedthattheyenandthedolar
exchangeratewasnotinlinewitheconomictheory,butreflectedthe
politicalspeculationofmanipulatorsinchargeofeachcountry.Thispaper
aimstoreproduceandreconsiderthepoliticaleconomicprocessoverthe
Japan-USeconomicrelationssince1980s.Iwouldliketodrawamacro-
likecomparisonbetweenJapanandtheUSthroughthiswork.
Ibelievethatwecanpresentnation-statemodelofmercantilisttype
fromthepresentcaseofbothJapanandtheUS.Iwouldliketokeepin
mind,needlesstosay,thatthemodelsofbothcountrieshavediferent
points.
Iwouldliketodiscussthisthesisinsevenpartsasfolowinginthis
paper.Firstwepresenttheinternationalregimetheoryonexchangerate
fromthestandpointofpoliticaleconomyinthefirstchapter.Second,with
thetheoryinmind,wewilexaminetheprocessoftheJapan-UScurrency
negotiationoverthe‘PlazaAccord’ascasestudiesfrom Chapter2to
Chapter4.TheconsequenceshaveinfluencedJapanesesocietyuptothe
present.Regardingthatpoint,thethirdwilbearrangedfromthethree
pointsinChapter5.Fourth,inChapter6,wewillookfordiferences
betweenJapanandtheUSontheevaluationoverthe‘PlazaAccord’.
Fifth,inChapter7,weconsidertheJapan-USeconomicrelationshipafter
the‘PlazaAccord’.Sixth,fromChapter8,atbroadperspective,wewil
thinkfromacomprehensivesecuritysystem,includingtheeconomy.And
finaly,from Chapter9,althoughtheglobalizationerapenetrates,and
accordingtoit,wewilconsiderthetransformativeprocesswhichis(or
was)characterizeda(neo-)mercantiliststate.
ProfessorJ.Robinsonhasoncearguedmodernmercantilismasfolows.
Governmentsofeachcountryaim toexpandtheshareofinternational
economicactivitiesonlyfordomesticinterests.Capitaliststatesare
enthusiasticaboutseling,buttheytendtobecautiousaboutbuying.
Thatistomaketheowntradesurplus.Thisisazero-sum game,
meaningthatsomeonewillosewhensomeonewins［Robinson,1973］.
From theaboveviewpoint,asJapan hasbecomean economic
superpower,weneedtoconfirmthechangeinthecircumstancesofmore
thanthirtyyearssincetheJapan-UScurrencynegotiationsandthe
meaningofthatchange.
Weknowtheterm‘RashomonEfect’.Thatmeansthatitwilproduce
diferentinterpretationsdependingonthepositiontoconsiderthesame
phenomenon.Nevertheless,thecurrenteconomicfrictionisbasicalya
politicalconflictbetween sovereign states,even in the timesof
globalizationandeconomicinterdependence,eventhoughthereare
variousactorconflicts.Thecircumstancesleadingtothe‘PlazaAccord’,
theirintentions,andtheperceptionofeachcountrycausedagapinthe
approachtothe‘agreement’,andtheresponseafterthe‘PlazaAccord’
causeddiferentinterpretationsbetweenJapanandtheUSandrelated
countries［Ito,2016:73］.
Chapter1PoliticalEconomyonMonetaryPolicy
1.ThreeconceptsandPointsofRegime
Whenconsideringpoliticalandeconomiccircumstancesininternational
relations surrounding monetary policy,we mustrecognize three
concepts.Theseconceptsare‘regime’,‘coordination’,and‘cooperation’.
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Theinternationalregimeisdefinedasasetofrules,includingformal,
partlyincludingtreaties.Ineachfield,theregimesets‘ruleofgame’to
avoidconflictbyinterestsofrelatedcountries.Itisaninternational
arrangement,asystemthatshouldbeobservedbetweengovernments.It
canbeinternationalcommonorpublicgoods.
Regimeisaconceptthatcanapplyprinciples,norms,rules,andpolicy
decisionstospecificfieldsofinternationalrelations［Keohane,2001:720］;asan
example ofthisconcept,the InternationalMonetary Fund (IMF)
established in 1944attheBretton WoodsConference,privateair
transportformedinthe1970s,regulationoftelecommunications,rules,
andorganizations,setsofinternationalenvironmentalregulations,and
monitoringandmanagementofproliferationofnuclearweapons,etc.The
regimeformedbetweengovernmentsisthusalsoaconceptappliedatthe
issueofinternationalpolitics(e.g.security,economics,environment,etc.).
Theinternationalregimeissetupforcommoninterestsamongthe
participatingcountriestoit.Participatingcountrieswilactwithina
framework.However,theinstitutionthatadherestothesystemized
‘coordination’and‘cooperation’withinthatrangehasunderstoodthe
patterningoftheinterestsandauthoritiesofinternationalpoliticsandthe
regimefromthere(thatis,theparticipatingcountriesagreed)havemade
adistributionofplannedprofits.
Theinternationalregimeisamechanism ofinternationalvalue
alocation.Italocatesorredistributesbenefitsandcostsamongcountries.
Therefore,theregimecanberegardedasapoliticalphenomenon.
Governmentsofeachcountry,iftheyareconcernedwiththeregime,are
involvedinthenationalinterest.Itispremised,nottomention,on
multilateralinterests(andforgetfulbutobligatory),butitrequiressome
standardsandrules.Howtobalancethemleadstotheexistenceofthe
regime［Yamamoto,1989:175-179］.
Thegovernmentshavebeenrapidlyandfrequentlydeployedin
multilateral‘coordination’and‘coordination’forinternationalactivities
since1945.Mostregimescontainatleastoneoftheinternational
organizations,suchasspecificservices,monitoringformemberstates
(andnon-memberstatesconcerned),obedienceandcompliancewith
rules,participationinforumsfornegotiations,etc.Regimeisorganizedin
internationalrelations,in principle,through horizontal‘adjustment’
ratherthanverticalbetweennations.Needlesstosay,the‘self-help’
functionofparticipatingcountriesisleft.Regimeisconstitutedbythe
governments of member states to achieve nationalinterests.
Internationalorganizationsresponsiblefortheregimewilnotactasa
governancebodysimilartothestate.Whenregime’srulesareapplied,we
mustconfirmtwoargumentsovertheregime.
Firstwhetherdoestheregimehavetodependonasingledominant
country?
Secondwhethertheruleofregimecausesaspecificefectapartfrom
itsinfluence?
Theinternationalregimeischaracterizedbythesuperiorpositionof
theUSlocatedatthecenterandtheincreaseofinterdependenceafter
theSecondWorldWar.However,itisdificulttodividetherelationship
betweentheUScontrolinrealityandtheinterdependenceamong
countries.Cooperationinacomplexandmulti-polarizedworldsurely
requiresaregimeframework.
Institutionsintheinternationalregimeareinfluencednotonlybythe
powerofthestatebutalsointernationalyapprovedrulesandnorms.Itis
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tomutualyapprovetheagreedprinciplesamongsovereignstatesinthe
internationalcommunity.Furthermore,evenastherulessettledtogether
withthetimes,thepowerbetweenthenationschangesrelatively
irrespectiveofthat.Theyexpectedoutcomeofpowermaythusdifer
fromwhatisinitialyobservedwithintheframeworkoftheregime.The
diferencebecomesapointofdebate.Whenthatrulelosesconsistency
duetothechangeofpowerrelationsofthestate,theparticipating
countriestrytocircumventtheregimeandseeascenethatmakesthe
resultswhichhaveoftenbeenfundingsofarmeaninglessitis.
Itisprerequisitesforanalysisthatcharacterizetheinternational
regime.Analysisforinternationalregimesrequireconsiderationofthe
folowingitems［Young,1989:29-30］.Thefirstisinstitutionalcharacter.What
arethemainright,rule,andchoiceofregime?Howdotheystructurethe
behaviorofactorsthatproducestreamstocolectiveoutcome?
Thesecondisthejurisdictionalboundary.Whatisthecoverageofthe
regime under functionalscopes,arealdomains,and membership
requirements?Thatis,howthejurisdictionissetup.
Thethirdisconditionsforoperation.Whichconditionisrequiredfor
regimefunction?Underwhatconditionswouldtheregime’sactivities
produceparticularlydesirableoutcomes(e.g.economiceficiency,equity
ofalocation,ecologicalequilibrium,etc.)?
Thefourthistheconsequenceofoperation.Whattypesofresultscan
beexpectedfrom theregime?Whataretheappropriatecriteriato
evaluatethisresult?
Thefifthisregimedynamics.Howaretheregimeestablishedandthe
regimeexperiencingpredictablechanges?Doestheregimeincludea
transformationrule?
Eachofthefeaturesfromthefirsttothefifthcanbeorganizedinto
threepoints(whenorganizinginChapter5)accordingtothemainpoints
ofthisthesis.
Point1istointegratethepoliciesonexchangeoffeaturesinthefirst
andthesecond.
Point2istoclarifytheoriesandexperienceoffeaturesinthethirdand
fourth.
Point3istoreflectpolicydecisionbyregimeoffeatureinfifth.
Giventhesystemconcerninginternationalregimes,itisinevitablethat
eficacyissolvedtosolveinternationalissues.Itconcernscommongoods
orpublicgoodsintheinternationalcommunity.Ininternationalrelations
with members’sense ofefectivenessafected by colective fate,
establishing efective barriersto destructive events,forexample,
maintainsorderovertheinternationalenvironmentandtheissues.
Institutionsandrulessometimesbecomethebehavioralstandardsforthe
behaviorofeachactor［Young,1989:235］.
Thepoliticalandeconomicanalysisofmonetarypolicyfocusesonthree
perspectives.Thefirstisaninter-nationalperspective.Thisrelatestothe
natureoftheinternationalfinancialsystem.Thesecondpointisthe
domesticfocus.Thisisrelatedtothegovernment’sspecificpolicyonthe
exchangerate.Domesticpolicies,especialyinthecaseoflargepowers,
haveagreatimpactontheinternationalfinancialsystem.Similarly,the
internationalcurrencyregimealsoafectsthedomesticcurrencypolicy.
Thirdthepoliticalandeconomicsituationofthedomesticafairshasa
greatinfluenceontheinternationaleconomicenvironment.
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2.InternationalPoliticalEconomyTheoryofExchangeRatePolicy
Eachcountry’scurrencysystememploysoneoftwoexchangerates.One
isafixedexchangeratesystem,andtheotherisafloatingexchangerate
system.Today,sincetheSmithsonianConference,financialglobalization
hasurgedcountriestoshifttoafloatingexchangeratesystem.
Tensionovertheexchangerate,atleastformorethanacentury,has
beenafeaturerepeatedintheworldeconomy.
Inthefixedexchangeratesystem,acurrencyratemaybebasedon
financialinstrumentssuchasgoldorsilver,orlinkedtoaspecific
currencysuchastheUSdolar.Thevalueofacurrencychangesfreely
withthefloatingexchangeratesystem.Thecurrencyvalueofthe
countryischangedbymarketconditionsandmacroeconomicpolicyof
thecountry.Theworldhasexperiencedtheperiodofthreeinternational
monetaryordersuntilnow.
First,moststatesoftheworldareintheeraofthefixedratesystem
basedontheclassicgoldstandardinaformmodifiedinaboutfiftyyears
beforetheFirstWorldWarandinthe1920s.Governmentsofeach
countryexchangedmoneyandcurrencyatthedisplayrateunderthe
goldstandard.
Thesecondistheerafromthelate1940stotheearly1970s.Capitalist
countriesorganizedthecurrencysystembasedontheeconomicorderof
theBrettonWoodsregimeaftertheSecondWorldWar.Thisis,ina
sense,amodifiedfixedratesystem.Thelocalcurrencieswerefixedly
linkedinconjunctionwiththeUSdolar,andtheUSdolarwasbackedby
goldundertheBrettonWoodsregime.Butgovernmentscouldchange
theexchangerate.Currenciescannotbetightlyconnectedlikeaclassic
goldstandardunderthis‘adjustablepegsystem’.Puttinganotherway,
theexchangeratehasbeenstabilizedbymarketmanipulation.
Third,since1973,wehaveenteredtheeraoffloatingexchangerate
systeminmajorpowers.Smalcountrieschoosetoeitherfixtheirown
currencyasoneofthemajorcurrencies,oradoptavariableratebasedon
governmentcontrollaws.Theglobalizationsincethen,from the1980s,
hasmadeitdificulttocontrolcurrencyfluctuationseasily.
Itisunderstoodthatthecurrencyregimehasinfluencedregionalyas
welasinternationalpresenceafter1973.Ithasbeenlinkedtocountriesin
manyregionalratesystems.Somecountrieshavelinkedtheirmajor
currenciestotheirowncurrencies.Forexample,the14countriesthat
jointheAfricanFinancialCommunitywerelinkedtotheFrenchfranc
(currentEuro).SeveralcountriesinSouthAmericaandtheCaribbean
havefixedtheirhomeexchangeratestotheUSdolar.TheEuropean
MonetarySystem (EMS)wasconsolidatedintoaformerGerman-Mark
withalimitedregionalagreement,andasaresulthasresultedinasingle
currencyandacommoncentralbank.Theseareakindofinternational
monetaryregime.
Thecontradictionbetweenthedomesticequilibriumandtheexternal
equilibrium inacountryeconomyisresolvedbythefluctuationofthe
exchangerate.Externalshockswilfluctuateasdomesticdemandand
resourcealocationwilincreaseexports,andreduceimportsifthe
internationalbalanceofpaymentsbecomesdeficitorsurplus,ifthe
exchangeratefluctuatesfreely,thereexistsaviewasasignalfromthe
sidethatsupportsthemarketsystem.Thereremaincriticismsthatthe
floatingexchangeratesystemraisesuncertaintybyinternationaltrade,
sothereexistsadoubtaboutthestabilityoftheexchangemarket.Each
countryhastherecognitionthatitisnecessarytopreventthefluctuation
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oftheexchangerateaftertheNixonshock.Themanagementoffloating
exchangesystem successfulyovercametheworldrecessionin1975.
Althougheachcountrywasaproductofcompromise,itwastheresultof
selectingarealmanagementoffloatingsystem.Currenciessuchas
formerGerman-Mark,pounds,andyencouldnotplaytheroleofthekey
currencyinsteadofthedolar.Thebasiccurrencyisnecessarynotonly
tobea‘strongcurrency’butalsotoprovidearemedyforabsorbing
anxietyfactors［Ishiyama･Kusakabe,1978:135,154］.
Policiesbytheparticipatingcountriesmustberespectedataltimes
fortheinternationalcurrencyregime.Indoingso,itisimportantto
establishguidelinestodealwithvariousproblemsin‘coordination’and
‘cooperation’amongparticipatingcountries.Applicationof‘coordination’
requiresmutualcooperationwithconcreteactionamonggovernments.
Forexample,connectinglocalcurrencytogoldorUSdolarsrequiresa
correspondingbalancingmeasure.Evenifoneparticipatingcountry
choosesacurrencyofapowerfulcountry,thegovernmentofanycountry
doesnotwanttobecomeacountrywhereonlythehomecountry
exchangesgold.Everycountryalsodoesnotturndowntogetasole
countrywhereitexperiencesfluctuationsincurrency.Therewilbeno
efectunlessspiritofcooperationwith‘coordination’issecured.
‘Cooperation’amongcountriescanalsoberelatedtoothercountries
participatingin‘coordination’ofpolicyinmemberstateswithinthe
regime.Itislikeajointinterventioninthecurrencymarket.Ifcountries
withintheregime‘cooperate’anddonotshowtheattitudetocope,we
cannotexpectresults.Itcanbethecaseofaprisoner’sdilemmagame,for
example.Itisbecauseeachcountryshouldtakethejointactiononthe
premiseofmakinghispositionbetter.Theiractionsareforcedtomake
policydecisionswhilelookingatthedirectionofpartnercountryforming
theinternationalregime.Thetwoterms,‘coordination’and‘cooperation’,
areinterrelated.Toactualymaintainaregime,onesolutionusualy
assumesanotherone.
3.Coordination’and‘Cooperation’intheInternationalCurrencyRegime,
andConsiderationofPoliticalStrategy
Theinternationalorregionalfixedratesystemhascharacteristicsthat
theselectionofthestateisadjusted,forexample,thegoldstandard
system andtheEuropeanMonetarySystem (EMS).Ifsuchafixed
exchangeratesystem isbasedongold,oriftherearemanycountries
choosingbetweenUSdolarandGerman-Mark,theinterestsofthe
concernedcountrieswilbeincreasedbythesamechoice.Another
countrymaybeabletoreducecurrencyfluctuationfactorsifacountryis
evaluatedascurrencystablebyafixedrate.Regimeparticipating
countriesshouldnothurtaslongastheyadoptthesamestep.
Ifanumberofcountriesparticipatingintheregimeincreases,thefixed
ratewilsucceed.Thiswasthecaseofthegoldstandardsystembefore
1914.Itdependedontheinternationaleconomicorderofthenineteenth
centurybytheUnitedKingdom(UK)goldstandardsystem.Whenmany
countriesparticipate,thenatureofthefixedexchangeratesystemcanbe
‘virtuouscircle’.However,whentheregimemeetsthecrisis,itcanleadto
atangle,whichisalsoa‘viciouscircle’.Asthegoldstandardsystemofthe
1930scolapsed,thewithdrawaloftheUKfromtheregimewasvirtualy
withintwoorthreeyearsthemanystatesoftheworldhadtowithdraw
fromthegoldstandardsystem.
Considering‘coordination’fromthefixedexchangeratesystem,similar
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problemsalsooccurinthefloatingexchangeratesystem.Asthefloating
exchangeratesystem isincommonstandardsforsettlementand
exchange,participatingcountries(evenifnotal)canbenefitfromthat.
Forexample,theIMFstandardprovidesgovernmentswithquotasand
restrictionsonexchangewithforeigncurrencies.Thispointwilpromote
tradeandinvestmentthatwilbringprofitstoparticipatingcountriesin
termsofbeingabletoactonsomecommonstandards.
‘Internationalcooperation’isindispensableforfinancialrelationsamong
multiplecountries.Thefixed exchangeratesystem wilgivethe
governmentanincentiveof‘cheat’likedefactocurrencydevaluationfor
itsowninterests.Itissaidthat‘cooperation’amongrelatedcountrieshas
thefolowingthree‘laws’inthecurrencyregime.
Firstthevolatilityofthedevaluedcurrencywouldsurelyincreaseor
decreasetradeandinvestmentamongcountries.
Second thefixed ratetendstostabilizeinternationalfinanceto
strengthendomesticfinance.
Thirdthepredictablecurrencyvaluecanreducedisputesintradeand
investment.
Therapidchangeinthecurrencyisoftenaseriousdrasticsurge,
protectionistpressure;blatantenemiesontraderelationswhichleadto
turnagainst.Theremaybeproblemsthatthecountryisforcedto
sacrificeintryingtorealizethejointgainoftheparticipatingcountries.
Thefixedexchangeratesystem requiresanadjustpolicyinvolvinga
countryandanotheronewithrespecttotheexchangerate.The
governmentmayadoptahighoficialdiscountrateinordertoavoid
domesticcurrenciesthatareoverlyhighlyappreciated.Andthere
remainsapossibilitythatconflictsandadversarialrelationshipbetween
thecountrieswiloccurfrom theviewpointofeconomicsecurity
regardingtheadjustcosttodealwiththedomesticeconomicandpolitical
influence.Asasituationarisesinacurrencyregimelikethe‘Plaza
Accord’mentionedinthispaper,ifacountryundertakestheanchorrole
ofaregime,itmayresultinanchor’smonetarypolicybeingsynchronized
withothercountries.
Andthegovernmentsoftheconcernedcountriesaresubjectto
politicalpressureinordertoimplementthatpolicy.Forexample,West
Europeangovernmentshavesoughttoimplementausteritypoliciesto
controlUSinflationundertheBrettonWoodsregimefromthelate1960’s
tothecolapse.Itwasbecausecountriesthatcoulddoitwouldbeableto
maintain the currency regime if agreeing to the adjust cost.
Intergovernmentalcooperationisimportanttosustainthecurrency
regime.Ifcooperativemotivationisabsent,theyareattributedtofailure.
Regulationsbetween‘coordination’and‘cooperation’dependonthe
monetarypolicyofonecountryandanotherregardlessofinternational
factors.
Wemustkeepinmindsfolowing.Inaddition,oneactorparticipatesin
acertaininternationalregime,andwhenconsultingandexecuting
‘coordination’and‘cooperation’thereshouldbeanotherview tothink
aboutistoprepareaconceptofpoliticalstrategyrelatedtoacertain
issue.
Whenthinkingaboutitsorigins,politicalstrategydepartsnotby
strategy-makingbutbystructuringofcolectiveactingability.Strategy
consists of three basic elements;strategic capabilities,strategy
formations,andstrategicguidance.
Strategiccapabilitiesdevelopcolectiveactorsintocompositionand
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expertise.Strategyformationsarealsoacognitive‘chalenge’tothe
problems.Strategicguidancecanbeoverlookedfromabroadperspective
andtheabilitytodirectthewhole.
Buildingastrategiccoreisacentralpartofstrategiccompetenceand
isaprerequisiteforitswork.Thepolicymakersinvolvedinitmust
understand,accept,andbeinchargeofsuchacentralroleinthatactivity.
Strategiccompetenceisjudgedpreferentialyasamatterofleadership.It
may,sotospeak,cometocolectiveactorswithstrategiccapacity.The
leaderamongthem whowiloverseethewholecanpotentialybe
executedonlyincooperationwithcolectiveactors.Statedindiferent
fashion,althestrategiescanbeparaphrasedascolectiveactorsthink.
Howeverweaknessesofcolectivedimensionareafectedbyactorswith
strongly personalized politicalroles.Thisweakensaunity among
colectiveactors［Rachke・Tils,2007:531-532］.Speakingofstrategybeing
indispensable,thoughitisnatural;howeveritissurprisinglyeasytosee
thatitrequirescarefulpreparation.
4.ExchangeRatePolicy
Domesticpoliticalfactorscauseinternationalpressureinrelationto
‘coordination’and‘cooperation’withintheregime,whiletheexchange
ratepolicy dependson domesticcircumstances.Itisdificultfor
‘coordination’and‘cooperation’amongcountriestogainapprovalinone
country.Exchangeratepoliciesaresusceptibletopoliticalinfluences
suchaselections,publicopinions,andpoliticalchanges.Politiciansand
monetaryauthoritiesintheadministrationmayoperatetheexchange
rateforreasonsoftheirowndomesticcircumstances(e.g.elections,
cabinetapprovalratings,regimestabilityandinstability,etc.)from the
existenceoftheregime.Distributedpoliticsbasedonexchangeratesand
domesticcircumstancesprescribetheexchangerate.Policymakersina
countrymustthusconsiderthefolowingtwopoints.
Firstpolicymakersmustdecidewhetherornottoparticipateinthe
currencyregimewhilebeingconsciousofdomesticandforeignsignals
(e.g.tradeinmemberstates,economicgrowth,andpublicopiniontrends).
Theymustselectowncountry’sratesomewhereonthecontinuousline
fromastrictfixedratetoacompletefloatingratetoparticipateinthis
regime.
Secondthepolicymakersmustdecidetheexchangerate,keepingin
mindthattheircurrenciesaretradedonforeignexchangemarkets.
Participationintheregimeandeachjudgmentonthecurrencylevelare
relatedtothecircumstancesintheregime,soitisnecessaryto
distinguishthemfromeachother.Andthevalueofthelocalcurrencyis
positionedsomewhereonacontinuouslinefrom acurrencyinone
countrytoabetteronecountrycurrencyforthecurrencyrate.Policy
makersineachcountrymustpreparetheirownstrategiesinadvanceat
thattime.
Decisionsonparticipatingintheregimecanincludetrade-ofwiththe
goalto‘agree’bytheparticipatingcountries.Theprofitsandcostsof
targetarebroughttothenation.Ifpriorityisgiventothestabilityof
domesticfinancialconditions,twoadvantagescanbeconsideredforthe
fixedexchangeratesystem(ormaintenanceofratewithlessfluctuation).
First,byreducingtheriskofexchangerate,long-term stability
promotestradeandinvestment.
Secondthefixedratestabilizesdomesticfinance.Sincethevalueof
localcurrencyisfixedinthatcurrency(ormoney),lowinflationpolicyis
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adopted.
Thechoiceofaregime(ornot)isdecidedonthebasisofbenefitsand
costs.Banks,investors,exportersandimporters,andothersacting
globalyontradeandinvestmentwanttochooseafixedratesystem,
considering the stability ofexchange rate to promote trade and
investment.Ifeconomicactivity in contrastisconstrained by the
domesticeconomy,thegovernmentwilwanttomakechoicestostabilize
domesticeconomicconditions.
Agovernmentcaninfluencethenatureofregimethroughexchange
ratepolicy.Thegovernmentmustthereforedeterminethecurrency
value.Thisdecisionsignifiestheexchangeof‘competitivenessand
purchasingpower’.
Theactualexchangerateafectsthecommoditypriceproducedin
eachofthedomesticandforeignmarkets.Italsoafectspurchasing
powerofpeoplewhoacquirecurrency.Realevaluationalsoincreases
domesticpurchasingpowerbyloweringcommoditypricesinforeign
countries(moregeneralyabletotrade).Howeveritispossibletoincrease
ordecreasethecompetitivenessamongcompetitorswhocantradein
theirowncountrybyfluctuatingtheirdomesticpriceratherthanforeign
commodityone.
Thereisnocleareconomicguidanceontheoptimizationofexchange
rate.Thedevaluedcurrencybringsaboutaneconomicefectofshifting
from importedgoodstodomesticproducts,andpromotesexportsand
consumption.Howeverdevaluationhascontradictoryefects.Exporting
industriesmaybesluggishfromcurrencydepreciation,ordomesticaly
orientedindustriesmaybenefitfromcurrencyappraisals.
Manufacturerssupportflexibleanddevaluedcurrenciesontheone
hand.Producerswhomakecomplexandspecialdeals,ontheotherhand,
areverynervousaboutcurrencyfluctuations.Producersinthatsituation
becomesensitivetotheexchangerate.Theseproducerswouldpreferto
chooseafixedexchangerate.Alternatively,domesticindustry(orcitizen)
maytrytoselitsownproductstoforeignmarketsusingfluctuationsin
exchangerates.
Theinterestsconcerningtheexchangerateexplaintheoutcomeofthe
policyandformaparticularlyimportantpoliticalsystematthattime.The
politicalsystem,includingtheexchangeratepolicy,hasanimpacton
economicpolicy.Exchangeratepoliciesareinfluencedbytheelectoral
system,thetimingofelection,andthedeliberationsofParliament.Thisis
becausetheexchangerateofacertainsystemafectspurchasingpower,
growthrate,pricelevel,etc.Infact,thesesystemsinfluencetheresultsof
theelections,andfurtherinfluencethewaygovernmentsandpoliciesare
implemented.Forexample,thegovernmentwantstokeepthecurrency
valuebeforetheelectionortochoosetoavoidorpostponedevaluation
untilaftertheelection.However,thedelayindevaluationfurther
exacerbatestheproblem.Ifthereremainspoliticalunpopularitycaused
bydevaluationinthenationalpurchasingpower,thegovernmentmaybe
drivenbyastrongincentivetodevaluation,eventocreateamoresevere
crisisthanothermethods.
Forexample,thatisinthecaseofMexicofrom1993to1994orinthe
caseofArgentinafrom 1999to2000.Incountrieswherecentralbanks
cansecureadequateneutralpositionsfrom politicalpressures,theydo
notparticularlyturnintopoliticalissues.Inaddition,thegovernment
mustsecureenoughtimetopickupthebig‘tab’duetodelayinchangeat
theexchangerate.
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Itmaydeterminetheconditionsofdomesticpolicyonwhetherto
enforcecurrencyappreciationordevaluationontheonehand.The
regime setsrulesand sanctionson the exchange rate policy of
participatingcountries,anddevaluationconditionsdomesticpoliciesfor
competitivepurposesontheotherhand.Regimerulesandmonitoring
mechanismswil,inaddition,imposeconstraintsonthejurisdictional
scopeoftheadministrations,thecentralbank,economicministersand
governmentagencies,politicians,politicalparties,fiscalandfinancial
authorities,andsoon,whichmanipulateexchangerates.Forexample,
monetarypolicyandtradepolicyareasubstituteforexchangerate
policy.Thedevaluationof10%isthesameastheimporttarifof10%plus
theexportsubsidyof10%.Thegovernmentchoosestoissueexport
subsidies,orsetuptradebarriersordevaluationofthelocalcurrency.
Exchangeratepoliciesrelatetotheflowofcapital,financialregulation,
andpoliciesinmanyotherareas,whichbringpoliticalefectsingoodand
bad.
Table1:RateofDolarandYen
1989198819871986198519841983198219811980year
137.9644128.1517144.6375168.5198238.5358237.5225237.5117249.0767220.5358226.7408dolar
1999199819971996199519941993199219911990year
113.9068130.9053120.9909108.779194.0596102.2078111.1978126.6513134.7067144.7925dolar
2009200820072006200520042003200220012000year
93.5701103.3595117.7535116.2993110.2182108.1926115.9335125.3880121.5289107.7655dolar
201820172016201520142013201220112010year
109.9122112.1661108.7929121.0440105.944897.595779.790579.807087.7799dolar
Chapter2TheJapanese-USCurrencyPolicyProcessoverthe‘Plaza
Accord’
1.Internationalpoliticalandeconomicsituationbeforethe‘PlazaAccord’
TheexchangerateoftheworldaftertheSecondWorldWar(the
exchangerateofnationalcurrencies)becameafixedexchangerate
systemwiththedolarasthekeycurrencybytheBrettonWoodsregime
in1944.Japanhashelpedtopromotetextiles,steel,electricmachinery,
automobiles,semiconductorsandkeyindustriesofthatera,andhas
enjoyedhigheconomicgrowthunderthedepreciationofyenunderthe
fixedexchangeratesystem of360yenperdolar.TheUSeconomic
deadlinebecameapparentduetoanincreaseinwarfareexpensesofthe
VietnamWarmeanwhileinthe1960sandtheUSbalanceofpayments
worsenedontheonehand,buttheWesternEuropeancountries’and
Japan’seconomymadeabreakthroughontheotherhand.Itbecame
dificulttomaintaintheBrettonWoodsregime,andPresidentNixon
unilateralystoppedexchangingdolarsandgoldin1971.
TheSmithsonianAgreementdecidedthedevaluationrangeofthe
dolarandroundedtheyentoadolar=300yeninJanuary1971.
However,trustinthedolarsubsequentlydeclined,anditmovedtoa
floatingexchangeratesystem in1973.EventhoughtheJapanese
economyenteredalow growthstageduetotheoilcrisisin1973,it
increasedexportswithhightechnology,lowwagesandaweakeryen.
TheUSeconomylosttheinitiativeinthetriplestructurewithWestern
EuropeancountriesandJapan,exportsweresluggish,andthehigh
dolar’stonecontinued.
TheUSwasabletodrasticalydevaluethedolarwiththeNixonShock
andtheSmithsonianAgreement.However,in1982,itreturnednearly280
108――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――109
yenperdolar.ThebackgroundofthissituationwasinfluencedbyUS
monetarypolicy.ThehighinterestratepolicyadoptedbytheChairman
VolkerofFederalReserveBoard(FRB)oftheUSatthattimeattracted
theworldmoneytotheUSmarketandfixedthedolarhighinthe
exchangemarket［Kurato,2014］.
R.ReagantookoficeasPresidentin1981.TheReaganadministration
implementedtheUSeconomicrebuildingplan(‘REGANOMIX’)witha
drasticrestraintonexpenditureandtaxcuts.BothThatcher(theUK)
andReagangovernmentsreflectedthepredominantperiodofNewRight
(e.g.neo-liberalism ineconomyandneo-conservatism inpolitics)inthe
1980s.Bothgovernmentsundertookacomprehensive‘smalgovernment’（̍）
throughfiscalnarrowing,deregulationofthefinancialandlabormarkets,
anddenialofKeynesianpoliciesafterthewar［KingandWood,1999:371］.
Howeverthesluggishtaxrevenueandtheincreaseinexpendituredue
totaxcutsdidnotincreasetaxrevenueasexpected,militaryexpenses
increased,andatthesametimefailedtoreducenon-defenseexpenditure,
andtheeconomicpolicybringingafiscaldeficitofabout200milion
dolarsevery yearsince1983,simultaneously adding tradedeficit,
suferingfrom ‘twindeficits’.SupplyintheUSwassatisfiedwith
domesticdemand,maintainingahighinterestratepolicytocurbinflation,
leadingtoinflowofoverseasfunds,resultinginahighdolar［Nishimura,1999:
28-29］.
TheFirstReaganadministrationatthattimewelcomedthehigh
dolar’srise.However,intherealeconomy,thedeficitoftradebalance
widenedasaresultofadeclineinexportsandanincreaseinimports.
ThisisbecausetheReaganadministrationwascarryingthedeficitof
fiscaldeficitssuchasaggressivefinanceaftertheSecondWorldWar,and
militaryexpensesincrease.Theeconomicrecoveryduetoalargetaxcut
wasinefective,resultinginafurtherdeficitexpansion.Thebudget
deficitintheUSwasabout700miliondolarsin1980,about1%ofGDP.
However,thebudgetdeficitexpandedtomorethan5%in1984,reaching
200biliondolars.Thedeficitinthetradebalanceexceeded30bilion
dolarsin1977andexceeded100biliondolarsin1984.Thecurrent
accountturnedtoadeficitof5.5miliondolarsin1982anditexpandedto
120biliondolarsin1985.Thisisequivalenttominus2.8%ofGDP.The
USfelintodebtorcountryin1986.
TheUSandtheUK caughtthecrisisofindustrialholowingout
from the1970stothe1980s.Theinternationalcompetitivenessof
manufacturingindustryhasinparticulardeclinedmarkedly,and,atthe
sametime,themanufacturingindustryhasmovedoverseasabroad.This
incidentdomesticaly gotinto trouble within the increase in the
unemploymentratefromthissector.AfterthetradebalanceintheUS
turnedintoadeficitinthelatterhalfofthe1970s,thecompetitivenessof
USproductsstoppedindomesticandforeignmarkets,theimport
dependencebecameestablished,thetradedeficitrapidlysince1982.The
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Table2:GrowthRate/UnemploymentRateofParticipating
Countriesofthe‘PlazaAccord’(1960to1993)
UnemploymentRateGrowthRateCountry
1990‐931980‐891973‐791960‐731990‐931980‐891973‐791960‐73periods
8.49.54.21.9－0.32.21.52.6UK
6.67.67.05.0－0.81.51.42.6US
10.69.14.62.0－0.21.62.34.3France
7.86.73.40.82.11.72.53.7WestGermany
2.32.41.81.32.23.42.58.3Japan
Note:revisedfromKitschelt,Lange,Marks,andStephens,1999:436
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shareofworld’sshareofindustrialproductsexportsfelfrom 17.2%in
1982to13.4%in1987.
ThemanufacturingindustryintheUSisexpandingoverseasdueto
thehighdolarinthefirsthalfofthe1980s,whiledomesticproduction
wasshiftingtoimportedproductiongoodssuchasforeign-madeparts
andmachineryfacilities.Foreignconsumergoodscontrarytothishave
cometoflowintothedomesticmarketinlargequantities.
Thedeclineofmanufacturing industry had amajorimpacton
employment.Whilethenumberofemployeesinthemanufacturing
industryincreasedby917,000duringtheyearfrom 1970to1980,it
decreasedby1,210,000workersthe10yearsfrom1980to1999［Ohba,1995:
54］.
TheReaganadministrationattemptedtorebuildtheeconomyinthe
1980s,but,asaresult,the‘twindeficit’thatthefiscaldeficitisalsothe
currentaccountbalancehasbeenstructured,andthetendencyof
protectionismdomesticaly(especialyfromCongress)wasstrengthened.
ThereasonforthiswasadeclineinthecompetitivenessofUSeconomy,
buttheReaganadministrationcriticizedJapanandWestGermany,which
arecurrentsurpluses,ratherthanmakingimprovements,andturnedthe
deficit’sproblem abroad.Saiddiferently,asaresultofthefailureof
‘REAGANOMIX’,theUSgovernmenttriedtoimprovefiscalandtrade
imbalancemeasuresbyadjustingtheexchangeratewiththeyenand
Mark.TheUSgovernmenttriedtoavoidcriticism withintheUSby
gettingintosometroublewithJapanthatcausestradefrictionwiththe
USwithunreasonableyendepreciation.Becausethe‘PlazaAccord’in
anticipationwasnotapureeconomictalk,itwasaplaceofpolitical
negotiationsoverdomesticandoverseaseconomiesbothdomesticaly
andabroad.Itwasalsoatimewhenthemomentum oftheJapanese
economypeaked.
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Table3:Japan-USTradeConflictRelationsafterthewar(1970-2018)
resultoverviewtradefrictionyear
‘Japan-UStextileagreement’signed
in1972.TheJapanesesideaccepted
voluntaryexportrestrictionsontex-
tileproducts.
tradefrictionovertex-
tilesfrom the1960sto
theearly1970s
textile1969～1972
‘Self-regulationary export control
agreementbetweentheUS,Japan
andEurope’in1969.The‘second
SteelSelf-Regulation(1972-1974)’by
Japan.
The US steelmakers
asked theUS admini-
strationtorestrictim-
portsin1968.
steel1969～1974
‘Agreementon the orderofthe
Japan-UScolortelevisionmarketor-
der(OMA)’concludedin1977.The
numberofexportstotheUSwaslim-
itedto1.75milionunitsperyear.
Japanese TV makers’
dumpingcertificationin
1971.
colorTV1969～1977
‘Self-regulationaryexportofautomo-
biletotheUS’wasimplementedin
1981-1984byJapan,
Automobile exportby
self-regulations to the
USin1984
automobile1975～1992
Number agreement(30 thousand
tonsofbeef,80thousandtonsofor-
anges)in1978.Beefincreasedby
6,900tonsby1988inthesecondne-
gotiations.Importquotaabolished,
taxrategradualyloweredinthe
thirdnegotiations.
Thefirstbeefandor-
ange negotiations in
1977.Thesecondnego-
tiation in 1983.The
third negotiation 1988
(finalagreement,elimi-
nationofimportquota).
beefandor-
ange
1977～1988
Discussionsonobstaclestoaccessto
theJapanesemarketinspecificfields
(electronics,telecommunications,
pharmaceuticals / medicalequip-
ment,forestproducts,transportation
equipment,etc.)in1985.
MOSS consultation
startedin1985
Market-ori-
ented
sector-spe-
cificconsul-
tation
(MOSS)
1985～1986
The‘firstJapan-USsemiconductor
agreement’concludedin1986.The
‘second Japan-US semiconductor
agreement’concludedin1991.
Consultation ofJapan-
US semiconductor
started in 1985
(concludedin1989).
semicondu-
ctor
1985～1991
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Fourexpertmeetings,introduction
ofgovernmentprocurementproce-
duremeasures,settlementofgriev-
ancedisposalinstitutionetc.in1989-
1990.
Unfair competition of
Japanese supercom-
putermarket
supercomp-
uter
1987～1990
Japantookmeasuresin1990onsav-
ingsandinvestmentpatterns,distri-
butionmechanism (revisionoflarge
storelawetc.),exclusivetradeprac-
tice,keiretsu relationship,price
mechanismin1990.TheUS’smeas-
uresin1990weretakenonsavings
and investment,corporate invest-
mentactivitiesandproductivity,cor-
porate activities,government
regulations,researchanddevelop-
ment,exportpromotion,labortrain-
ingandtraining.
Bilateralconsultationon
the efortsand meas-
uresofbothJapanand
theUStowardsreduc-
ingthebalanceofpay-
mentsofJapanandthe
USin1989
Japan-US
structural
talks
1989～1992
Announced Japan’s self-
regulationary measures in 1994
wereannounced.
‘Discussionstartedasa
frameworkofJapan-US
comprehensive eco-
nomic consultation’in
1993.
Japan-US
comprehen-
sive eco-
nomic con-
sultation
1993～1996
Foursummittalksbetween 1998
and2000(JointStatusReport)
Deregulation Dialogue
betweenJapanandthe
USstartedin1997
Japan-US
strengthen-
edinitiative
on deregu-
lation and
competition
policy
1997～2001
Japan-USeconomicpartnershipfor
growth(consistingof6frameworks)
in2001.
Startof‘Japan-USRegu-
latoryReformandCom-
petitionPolicyInitiative’
Japan-US
Economic
Partnership
forGrowth
2001～2007
Japan-US economic harmonization
dialogue
‘FactSheetonNewIni-
tiatives’in2010
Factsheets
onnew ini-
tiatives
2007～2013
JapanandtheUSthatshapethefu-
tureoftheAsia-Pacificregionand
beyond:announced Japan'sglobal
and regionalcooperation.(theUS
withdrawalfromtheTPPin2017)
‘Japan-UStalksonTPP
negotiating participa-
tion’concludedin2013
(agreementin2015).
TPP nego-
tiations
2013～2018
2.‘YoungReport’
Thereexistedagoodcontrastoftworeportswhenlookingatthattime
theUS’seconomicattitudeintheowncountry.Oneisthe‘YoungReport’,
andtheotheristhe‘MorganReport’.Botharecountermeasuresagainst
theUSpoliticalandeconomichardshipsatthetime.
ThechairmanJ.A.Young(PresidentofHuettPackerCompany)ofthe
‘PresidentialAdvisory Committee on IndustrialCompetitiveness’
submittedthe‘YoungReport’in1985.Regardingthedeclineofthe
manufacturingindustryintheUS,theindustryintheUSrecognizedthat
theUShadlostitscompetitivenessinforeignmarketsbecauseoftherise
ofoverseas emerging industrialized countries,and the domestic
productivitydeclinesduetoinsuficientinvestment.Thereportsaidthat
“The internationalcompetitivenessofthe US isnow faced with
chalengesfromabroad,whichisunprecedented.Theleadershipofour
country is in danger ofsurvivaland the living standards and
opportunitiesthatcitizensareeagerfor.Itisdangeroustoofer,and
pointedoutthatsuchacrisisisabigthreattoencouragethecitizen’s
totalraly”［Ohba,1995:56-57］.
Thereportrecommended themeasuresthatthemanufacturing
industryintheUSfacedwith‘newreality’bothinsideandoutside,and
shouldtakemeasurestoimproveproductivity.“IftheUShaseven
competitivepowerintheworldmarket,manyofthemajornationalgoals
canbeachievedsatisfactorily.Algoals,suchasthepositionofUSasa
worldleader,raisingthestandardoflivingforthepeople,national
security,governmentfinancingfordomesticplans,andsoonareal
dependentonthecompetitivenessoftheUSindustrybothinsideand
outsideofthecountry”,andthereportinsistedonthefulinclusionin
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internationalcompetitiveness,evaluatingthecurrentsituationasfolows.
①IndustriesintheUScannotrespondtochangesindomesticand
overseasforthepast40years,productivitydeclined,itbecame
impossibletoproduceinnovativequalityproducts.
②Thedeclineinproductivityisrootednotonlyinissuessuchashigh
capitalcostandlowsavingsrate,butalsofundamentalissuessuchas
labormotivationofworkers,structureofcorporateorganizationand
education.
③Evenifthereremaincompaniesthathavesurvivedtheharsh
competitionbyadaptingtothenew economicenvironment,other
companieswerepointedoutthehardproblemsintheUSeconomy,
whennotimprovedtheirmanagementsystem,stucktopastpractices
andviewpoints.
“Furthermore,asspecificcountermeasures,weseektostrengthenour
competitivenesswithafocusonfourpoints;technologicalinnovation,
reductionofcapitalcost,liquidationoflabormarket,andemphasison
trade.Technologicalinnovationencouragesthegrowthofnewindustrial
sectors.Wewilprepareasystemtoincreasethesupplyofcapitalforthe
mostproductivepurpose,transferworkforcetohighproductivitysector
through worker education and labor market liquidation,further
strengtheninternationalcompetitionintheUSbyenhancingthepower
ofexportpolicy”.
Inadditionthebusinesscommunityhadtoactasthemainbody
ofcompetitivenessstrengthening,productdevelopment,technology
development,trainingofemployeesandexpansionofinvestment.While
promotingfiscalandmonetarypolicyaimingforstablegrowthwithout
inflation,thegovernmentwouldtakemeasurestocreateconsensus
among industrial,labor,politicaland academic sectors towards
strengtheningcompetitiveness.AlnationsintheUShadtorecognizethe
significanceofstrengtheningcompetitivenessandchalengetargetsby
acquiringnecessaryskils.Thiswastheroleofgovernment,enterprises
andcitizens.
The‘YoungReport’pointedouttheproblemsoftheeconomicstructure
centeredontheUSmanufacturingindustryatthetime,butittooktime
torealizeit,soitwasimpossibletoseekimmediateefect.Itseemsthat
thecontentofthisrecommendationwaspartialyprojectedtotheideaof
‘New Economy’sincethe1990s.However,giventheimmediateefect,
policyrecommendationsbasedonanotherreport(theMorganReport)
wereexecuted.Thiswasthestrategicoriginleadinguptothe‘Plaza
Accord’bytheUS.
3.SettingUpsofthe‘MorganReport’andthe‘Japan-USYen-Dolar
Committee’
ThePresidentofCaterpilarTractorCompanyL.Morgandrew the
‘Morgan Report’based on D.Martin’s and E.Solomon’s “The
inconsistencyofthedolarandyen,thelocationandsolutionofthe
problem”,broughtittotheWhiteHouse,MinistryofFinance,andthe
EconomicAdvisoryCommitteeetc.attheendofSeptember1983,［Frankel,
Bergsten,1985］.This‘report’pointedoutthat“theimbalancebetweenthe
yenandthedolarratedroppedtheyenagainstthedolarrate;hence
pricecompetitionwithJapanbecameimpossible.Thelowyenagainstthe
dolarratewasintendedtoenableexportofensiveagainsttheUSdueto
devaluationofthedefactopriceinJapan”.
Morganrequestedpolicy-makerstochangetherelationshipbetween
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theyenandthedolarfrom‘benignneglect’to‘aggressiveexchangerate
policy’.He appealed to Treasury Secretary,D.T.Regan that
‘responsibility’.Morgan’sclaimwasalsoaproposalthatwaseasytoagree
duetopressureonimportingJapaneseproductsduringthepresidential
electioncampaign［Frankel,1984;Bergsten,1985:13］.
ReganandFinanceMinisterTakeshitaagreedtosetuptheWorking
GroupoftheYen-DolarCommitteesinNovember1983.TheCommittee
reportedmeasurestoJapaninMay1984.Itscontentsincluded;①
liberalizing regulations on the flow ofcapital,②promoting the
internationalizationofyen,③improvingthehandlingofUSbanksand
otherfinancialinstitutionsthatwishedtooperateinJapan,④determining
interestratestoregulateJapanesedomesticfinancialcapitalmarkets,
suchasleavingittothemarket,nottothegovernment［Frankel,1984;
Bergsten,1982］.
From thatviewpoint,“EvenifthemanufacturingindustryintheUS
makeseforts,itwilnotberewardedduetofluctuationsintheexchange
rate,andmovementsintheexchangeratehavehurtUScompanies.”The
basicperceptionwasnottheJapanesegovernment’syenandeconomic
policy,buttherapidriseofdolarpriceandtheeconomicpolicyofUS
governmentasthecauseofthedolar’srise［Frankel,1984;Bergsten,1982］.It
predictedthatthefiscalexpansionmeasuresofJapanesegovernments
candrasticalyreducedthedomesticsavingsandthesurplusinthe
currentaccount.Torealizethis,iftheJapanesegovernmentcouldraise
therealinterestrateandreducethecapitaloutflow,theyenappreciation
andthetradesurplusasapolicyresultwouldhavebeenreduced.The（̎）
keytosolvingthefalinthedolarrateagainsttheyenandtheresulting
tradeimbalanceproblem wastotakeactiontoreducetheUSbudget
deficit［Frankel,1984;Bergsten,1982］.
4.TowardstabilizingExchangeRate
Japanfacedtheproblemofcorrectingthebalanceofpaymentsbeforethe
‘PlazaAccord’.ProtectionismwasincreasingintheUSCongressagainst
thebackgroundofthegrowingtradesurpluswithJapan.Therewas
internationalcriticism ofJapan’sausterityfiscalpolicyandmonetary
policyintheearly1980s.TheprobleminJapan’sausterityfiscalpolicy
wasinparticularthetradeimbalancebetweenJapanandtheUS［Kojyo,
2022:377］.Itwasconsequentialyinterpretedthattheexchangerate
betweentheyenandthedolarwasinpoorregulationinthetrade
imbalancebetweenJapanandtheUS.TheUStradedeficithascontinued
toincreaseeveryyearsince1980,andreached108.3biliondolarsin1984.
Notonly Japan,butalsoCanada,theEuropean Community (EC)
countries,and theOrganization ofPetroleum Exporting Countries
(OPEC)postedbilateralbalanceofdeficitsintheUS.
LookingattradeinmanufacturingproductsintheUS,itwasatrade
surplusin1980,butitwasadeficitof96.5biliondolarsin1984,andtrade
deficitof1984accountedfor89%.Japan’stradewithrespecttothe
manufacturingindustrywas24.7biliondolarsin1980,butthedeficit
doubledto49.8biliondolarsin1984.Thetradedeficitofmanufacturing
industry,despitethedecliningshareofthetotaltradedeficitintheUS,
wasmainlyregardedasthetradeissuewithJapan.
Currencyauthoritieshavetwomajorpolicymeasurestostabilize
exchangerates.Oneisinterventionintheforeignexchangemarket.This
isashort-term stabilizationmeasure.Theotheriscoordinationof
economicpolicy.Thisisespecialythecoordinationofmacroeconomic
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policysuchasmonetarypolicy.Thesetwoinstrumentsforpolicymake
measuresfunctionefectively.
Therearevariousargumentsabouttheefectivenessofmarket
interventionintheshort-term stabilizationmeasures.Thepositionof
currencyauthoritiescanbesummarizedintothefolowingfourpoints.
Firstinterventionsareefectiveindealingwiththechaoticsituationof
themarketandreducingshort-term fluctuationsinforeignexchange
rates.
Secondtheinterventionsometimesshowstheattitudeofthecurrency
authoritiestothecurrencymarkets.
Thirdinterventionisusualyefectiveonlywhensupplementingand
supportingotherpolicies.
Fourtheachcountryshouldimplementinterventionifthereisan
agreementthatcooperativeinterventionisuseful.
Thefocusonmarketinterventionandpolicycoordinationwasraised
bypolicycoordinationwiththeaimofstabilizingtheexchangerateatthe
delegationofthefinanceministersbeforetheconferenceofthe‘Plaza
Accord’.Thisledtothestoriesofthe‘PlazaAccord’.
Thetheoryof‘LOCOMOTIVE’wasdiscussedattheBonSummitin
1978.TwocountrieswithgoodeconomicconditionssuchasJapanand
WestGermanybecomethe‘locomotiverole’andwouldpulother
countries.Suchinternationalcooperationforcedanexcessiveburdenon
somecountries.Forexample,withintheUSgovernment,inanattemptto
maintainJapan’sleadershipininternationalpoliticsanddiplomacy,Japan
intendedtomakeefortsofJapaninsurpluscountries.TheUSprovided
militaryanddiplomaticpower,andJapantakestheformofwhichmoney
wasborneasinthelaterGulfWar.Howeverthisideawasnotnecessarily
basedonunderstandingofdomesticsituation.Thisoperationforcedthe
disadvantageoftheproposedcountryratherthangivingprioritytothe
interestsofproposedcountryratherthantheresultof‘cooperation’.
TheTreasurySecretaryJ.BakeroftheSecondReaganAdministration
recognizedtheimportanceofconsistentforeignexchangeintervention
withpolicycooperationtowardsthe‘PlazaAccord’.TheUSgradualy
emphasizedpolicycoordination,buthewasstilskepticalofintervention.
TheTreasurySecretaryReganandTreasurySecretaryB.Sprinkelin
thefirstReaganadministrationwerereluctanttointerveneintheearly
1980s,butinthebeginningof1985atthetimeofthelaunchoftheSecond
Reaganadministration,afterswitchingtoTreasurySecretaryBaker,
DeputySecretaryR.DarmanandAssistantSecretaryD.C.Mulford,
marketinterventionbecameapolicyinstrumentthatalignedwithpolicy
coordination.ItshowedachangeintheapproachoftheUStowardsthe
‘PlazaAccord’strategy.
Itwastherolesharingofpolicycoordinationinthe‘PlazaAccord’that
wasthepilaroftheexpansionofdomesticdemandinJapanandthe
reductionofthefiscaldeficitintheUS.Bakermadeexpectationsfor
economicstimulusmeasuresinJapanfortwoyears,butbecauseitdid
notproducegoodresults,itbegantopositivelyrequestJapantostimulate
domesticdemand［Ohba,1955:176］.（̏）
ThefirstReaganadministrationchangeditspreviousUSeconomic
policy.Reaganadheredtotheprincipleofliberalisticmarketeconomyin
1981,andtriedtoregeneratetheUSeconomysuferingfromstagnation
andproductivitysluggishbythemacroeconomicpolicybasedonsupplied
economicsandmonetarism.Thispolicyproducedhighinterestratesand
dolarappreciation,bringinghugebudgetdeficitandcurrentaccount
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deficit.ThepressuresforthedolartobecorrectedbytheNational
AssociationofManufacturers,theNationalChamberofCommerce,
agriculturalorganizations,etc.increased,andsecretariesinresponseto
thatpressurealsobegantoappearwithintheReaganadministrationby
theendof1984.SecretaryofStateG.P.Schultz,forinstance,emphasized
thereductionoftheUSbudgetdeficit,bothforpublicinvestmentin
Japanandexpansionofhousinginvestment.Thedolarcampaignof
Caterpilar’sPresidentMorganandChairmanofChryslerCorp.L.
Iacocca,forexample,inthebusinesscircle,whichwasexposedto
competitionwithJapanesecompanies,receivedattention［Kano,2006:161-
162］.Protectionism risingtotheUSCongresswascriticaltothetrade
policyoftheReaganadministrationandasacountermeasuretothe
midterm electionin1986.Ithadnochoicebuttocorrectthedolarto
redresstradeimbalances.
TheReaganadministrationdecidedtocarryouttheadjustmentofthe
exchangerateoftheimbalanceproblemagainsttheyenandtheMark,
forexample,becausethe‘REAGANOMIX’policyfailedunwilingly.Said
diferently,asameasurethatcouldbesaidtoreplacedomesticproblems
withexternalcriticism,Japanbecameatargetwheretradeimbalance
wasprominent.Theargumentshiftedfrom theinitial“howtorestrict
exportsfrom Japan”gradualy“toincreaseimportsfrom theUSby
Japan”.
ConstraintsoncurrencyconversionspeculatingonJapanesecurrency
tradingwereliftedinJune1984.Itwasimportantasaformoffundingin
theUS budgetdeficit.Itissaid thatitwaspartly duetothe
reinforcementoftheUSmilitary.Theoutflowofcapitalasamatterof
coursehasbeenpromotedasaresultofsuchfactorsasdiferencesin
interestrates,especialyintheearly1980s.Thepressuretoopenupthe
marketfrom theUSwasnaturalytiedtotheneedsoftheReagan
administrationseekingexternalfunds［Hook,Gilson,Hughes,Dobson,2012:119］.
Chapter3TheNegotiationProcessinthe‘PlazaAccord’
1.IntheRun-uptotheJapan-USNegotiations
Variousmeasuresinthe1980swereimplementedforJapan’sfinancial
deregulationunderthepressureoftheUS.TheReaganadministration
caledforreformoftheJapanesefinancialsystemintheearly1980s.The
successfulexampleoftheUSwasopeningtheJapanesefinancialmarket
amongthem.TheYen-DolarAgreement,forinstance,permittedforeign
companiestojointheTokyoStockExchange.Incontrast,afterthe
revisionofJapan’sForeignExchangeLaw in1999,Japanesecapital
promotedthemovementtooverseas.
PresidentReagansaidthataftertheinaugurationheshouldhave
openedtheTokyoStockMarketmoretoadjusttheexchangerateto
Japanin1982.Whenthedeficiteconomybecameanimportantdomestic
problem,theReaganadministrationbelievedthatifthe‘yenbuying’at
theexchangerateoccurs,andthetradeimbalancebetweentheUSand
Japanimproves,theUSwouldhavemadeadrasticadjustmentofthe
exchangeratebetweenthedolarandtheyen.Theybelievedthatuntil
thisstagetheycoulddo.
The‘MorganReport’pointedoutthatthemisalignmentofyenand
dolarexchangeratewouldexacerbatethecompetitiveconditionsofUS
industryin1983.TheAssistantDeputyofFinanceB.SprinkeloftheFirst
ReaganadministrationaskedtheUSgovernmenttointernationalizethe
yen in ordertocorrectyen depreciation.Hepredicted theyen’s
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appreciationasfolowing.Iftheinternationalizationofyenprogressed,
theUSgovernmenthadthepossibilitythattheyenwouldweakeninthe
shortterm duetocapitaloutflow from Japan,butifJapan’sfinancial
capitalmarketbecamevital,theappealofyenassetswouldincrease.
Japaninresponsetothisinsistedthat“highdolarisprimarily
responsibleforhighinterestratesintheUS”.HowevertheJapanese
governmentcouldnotcontinuethisclaim.PresidentReaganandPrime
MinisterNakasoneeventualysetupaJapan-USCommitteetodiscuss
theyenandthedolar［Kubota,2013］.TheJapan-USSummitmeeting
betweenReaganandNakasonewasheldinJanuary1983.Reagansaid,“I
amconcernedaboutthetradeimbalancebetweenJapanandtheUS,and
thetrendofprotectionism inUSCongress.Iwouldliketoclose
discussionsandcooperationbetweenJapanandtheUSonissuesthe
problem ofaccesstotheJapanesemarket,openmarketproblem,the
issueofyenanddolar,internationalizationofyenandsoon”.Theyen
accordinglymadefuluseofinternationalization.
TheJapan-USYen-DolarCommitteereportedtoJapanliberalizationof
financialandcapitalmarkets,eliminationofbarrierstoentryofforeign
financialinstitutionsinto Japan,developmentofthe yen market,
regulationondirectinvestmentandeliminationofobstacles.Japanwas
intendingtogradualyrelaxfinancialregulation,butonthecontrarythe
USdemandedreliefurgentlyfordomesticuse.
HoweveritwasunknownwhethertheopeningoftheJapanesemarket
wouldbeafactoroftheappreciationoftheyenintheforeignexchange
market.Becausethecapitalmarketwasyen-denominatedtransactions,
contrarytospeculationthatexpandingbusinessopportunitiesinthe
TokyoExchangeMarketfrom abroad,ifdirectlyconnectedtothe
transactionofthe‘yenbuyinganddolarseling’wasnotsomuchas
expected,Japaneseinvestorsand financialinstitutionsasaresult,
increasedtheinvestment(capitaloutflow)totheUSandfurtheryen
selinganddolarbuyingoccurred.
TheJapan-USCommitteeconsequentialybroughtabouttheefectof
expanding‘marketbusiness’［Kuramoto,2014a:55,57,59］.Theycouldnot
influencetheexchangerate.AfteraltheReaganadministrationdecided
thattheadjustmentofexchangeratebetweenthedolarandtheyenhad
tobeoperateddirectlyontheexchangerate.BothgovernmentsofJapan
andtheUShadtoimplementcooperativecurrencyinterventionbythe
G5(theUS,Japan,WestGermany,France,andtheUK)inorderto
carryouttheagreementondevaluation.Itwasnecessaryforits
implementationtoagreeatthe‘PlazaAccord’.
Theagreementhoped thattheUS Treasury liberalizesJapan’s
financialmarket,increasing demand fortheyen,leading theyen
appreciationandreducingthetradedeficit.Thiswasascenarioasthe
‘MorganReport’.However,evenafterthesigningoftheyen-dolar
agreement,theyen’sdepreciationanddolarappreciationcontinued.
Japandeniedthemaincauseofthedolarriseinthehighinterestrate
policyoftheUSgovernmentandthehighinterestrateintheUSdenied
therelevanceofbudgetdeficit,highinterestrateanddolarhighinthe
reportofcommittee.Theviewsoftwocountriesremainedconflicting
［Kojyo,2002:359］.
TheUSgovernmentaimedatanearlysolutionbyadvancingmonetary
liberalizationatastroke,presentedconcreterequestitems,andpressed
toformulateitsexecutionplan.TheJapanesegovernmentdidnotagree
withthisidea,butapprovedtoconsiderthatfinancialliberalizationand
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eliminationofcapitalrequirementswouldbenecessary.（̐）
2.CircumstancesinsidetheNakasoneGovernment
Nakasonedeclaredtobeawareoftheresponsibilityofmajorpoweras
‘openJapan’toliberalizeagriculturalproducts,tocoverdefensesharing
costs,andtoexpandtheOficialDevelopmentAssistance(ODA)aidat
theinaugurationoftheprimeminister.Nakasonetriedtonormalizethe
Japan-USrelationshipthatworsenedduringtheSuzukiCabineterain
termsofsecurity,economicsandpolitics［Shomeya,2005;Ch.4］.
InJune1985,BakermadeaconsultationwithTakesita,andMulford
didwiththeadministrativeviceministerforinternationalafairsofthe
MOFOba［Ohba,1995:173］.Sinceavoidingyenappreciationwasthecentral
proposition for exchange policy for Japan,cooperating with the
appreciationoftheyenwasapoliticalbet［Funahashi,1993:Ch.4］.
Nevertheless,Nakasonebelievedthattheyenappreciationwouldbean
inconvenience to advance structuralreforms commensurate with
changesinJapan’seconomicfluctuationsandinternationalstatus.The
ideawastopromotereformsoverthemediumtolongtermandopenthe
markettotheoutsideworld.Thepolicybrainwastheformeroficer
oftheMOFNakagawa(theformercommissarofBOJ)andHosomi
(theformerFinanceOficerofMOF).HoweverNakasoneleftthe
currency problem ofnegotiationsto Takeshita,buttried to use
the yen appreciation politicaly［Kano,2006:1700］.Nakasone ordered
countermeasuresforJapan’sexternalimbalanceproblemtoOhbabefore
thecurrencyadjustmenttalksinJune1995.
ItissaidthatthentheMOFdidnotactspecificalybecausethe
measureswereunrealistic.EventhoughNakasonecouldunderstandthe
austeritypolicyofMOFthosedays,notonlyforeconomicreasonsbut
alsotheJapan-USmilitarysecurityarrangementswiththeUSwere
extremelyimportanttoJapan,soheintendedtodealwiththecurrency
problempositively［Kano,2006:177-171］.
Takeshitadidnothaveanopinionontheinternationalmonetary
system,butcurrencydiplomacyforhim wasconcernedwithhisown
politicalambition.HewasapoliticianwhoaimedatthepostNakasone,as
arepresentativeofthePlazaconference;itwasagreatplacetomakehim
famousintheglobalstage.Takeshitahadambitiontorealizethe
adjustmentoftheyen and dolarexchangerateatastrokeby
cooperativeinterventioninthemarket.Putanotherway,Takeshitatried
touseitspositiontoadvantageouslydevelopthePrimeMinister’s
successionbattle,whileshowingtheattitudeofdefendingthe‘financial
rebuilding’oftheofersinMOFasthefinanceminister［Kano,2006:171］.
TheMOFinthefirsthalfof1980sdecidedthatthe‘fiscalrebuilding’
wasthemostprominentproposition‘balancedfiscal’asitsfundamental
principle.Therefore,theplanoftheMOFshouldbeayenanddolar
exchangeadjustmentfirstly,andaratecutsecondly,becausethey
avoidedthefiscalstimulus［Funahashi,1993:76］.TheMOFwaswaryof
the economic expansion measures thatthe US demanded.That
consciousnesswasrootedintheweakconstitutionofpostwareconomy.It
isaphenomenon caled ‘trauma’afterwar.Itwasspecificaly an
underestimatedyenandthepursuitofgrowthpolicyledbyexternal
demand.TheMOFthustriedtorespondbyadjustingtheexchangerate
betweenyenanddolarbytheinterveningpolicyandloweringthe
interestrate［Kano,2006:173］.
TheBOJdidnotrespecttheindependenceandneutralityasthe
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centralbank.Thegovernment,particularly theMOF,exerted its
influenceontheBOJ’smonetarypolicy.TheBOJreceivedpressureson
monetarypolicyunderthenameofpolicycoordinationbeforeandafter
the‘PlazaAccord’［Kano,2006:174］.Theindustrycircles,incontrast,wanted
stableexchangerates.OnSeptember1,1985,whenthePublicResearch
CouncilchairpersonoftheLiberalDemocraticParty(LPD)maderemarks
onthecurrencysummittocorrecttheyen’sdepreciation,apartfrom
whetherthebusinesscircleshadanticipatedfuturedevelopments,“We
havetoperform thatitisnecessarytotakedrasticmeasures.Ifthe
imbalancebetweenJapanandtheUScontinuesasitis,theperception
thattheyenbecomeshighinevitablyhasbeenpenetratedingeneralby
thecrisisofbecominga‘Japan-UStradewar’andcorrectingthe
imbalance”［Kano,2006:17］.
TheFinanceMinistersandtheCentralBankGovernorsofthefive
advancedcountries(G5)inJapan,theUS,WestGermany,Franceandthe
UKgatheredatthePlazaHotelinNewYorkonSeptember21,1985,and
theydecidedtodevaluetheUSdolarthatsupportedtheworldeconomy.
Itisthestartingpointoftheso-caled‘PlazaAccord’［Pempel,2004:21］.The
tradeimbalancebetweenJapanandtheUS(Japanesetradesurplus,and
USdeficit)wasatthetopatthattime.Forexample,exportsofJapanese
carstotheUSwere30,000in1955,butexceeded3milionin1985.
JapaneseproductshadbeensweepingtheUSmarketsequentialy,such
astextiles,colortelevisions,ironandsteel,machinery,automobilesand
others.Japan’stradesurplusin1985wastheworld’slargest56bilion
dolars,ofwhich80% wasfortheUS.BothleadersofJapanandUS
thoughtthattheonlywaytosolvethetradefrictionbetweenJapanand
theUSwastoreducetheimbalancebyadjustingyenanddolar［NHK
InterviewTeam,1999a］.
TheUSgovernmentaskedtheJapanesegovernmenttoimproveupon
theworstJapan-USeconomicfrictionafterthewar.Nakasoneappealedto
theJapanesepeopletopurchaseforeign products.TheNakasone
administrationhadnosolutionsforJapan-USeconomicfriction,andcould
notdecreasethetradesurplusagainsttheUS.Hosomi,oneofthepolicy
brainsofNakasone’s,suggested;“Thereisonlyanegativeappreciationof
immediateaction”.Thehighyenappreciationwastomakeyenanddolar
exchangerate,andweleaveyenappreciationanddolardepreciationas
itis.ItwasthoughtthattheexportpricefromJapanroseandtheimport
pricedeclined,leadingtotheeliminationoftradefriction.Thismeasure
meantsacrificingtheexportindustry.Nakasonehadtosuppressthe
resistanceoftheyenappreciationinJapan,andearnestlythinkaboutthe
properevaluationofyen.
NakasoneorderedOhbatodealwiththeJapan-UStalksforthe
appreciationofyen.Nakasonebelievedthatitwouldbebettertoraise
yenandtolowerdolartodissolveeconomicfrictionagainsttheUSsince
around1982［NHKInterviewTeam,1999a:24-27］.However,inordertomake
theyenappreciate,OhbarealizedthatbothJapanandtheUSneededto
interveneintheexchangemarketforselingyenandbuyingdolars.
HoweverthefirstReaganadministrationcontinuedtorefusetointervene
inthemarket,butchangeditspolicyfromaroundthetimeofenteringthe
secondReaganadministration.MulfordvisitedOhba,andaskedthestart
ofnegotiationstocorrecttradeimbalances.AfterthatBakervisited
Takeshita,TakeshitaproposedbargainlowerdolartoBaker,andBaker
cameroundtothinkingofthedolarwiththerecognitionoftheexchange
ratepolicy toleavetheyen apprehensivein ordertoavoid the
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protectionistresolutionintheUSCongress.
3.The‘PlazaAccord’anditsPerformance
NegotiationsbetweenJapanandtheUSinParishadalreadybegunon
July23,1985beforethePlazaconference.Mulfordmadeaproposalto
expandconsultationsnotonlytoJapanandtheUSbutalsotothefive
FinanceMinisters’andCentralBankGovernors’Conferenceincluding
WestGermany,theUKandFrance(G5).TheUSgovernmentthought
thatthefiveindustrializedcountrieswerewilingtoinfusethemarket
significantly,andthat‘coordinationandcooperation’couldshowthatthe
marketcouldchange,andthatitwaspossibletoshiftthedolar’s
depreciationfrom5%to7%.（̑）
Thejointstatementofthe‘PlazaAccord’onSeptember22,1985
declaredsaidthat“Itisdesirableforthemajornon-dolarcurrenciesto
risefurtherinorderwiththedolar,sowearemorepreparedto
cooperatemoreclosely”.Thisdeclarationwasalsoastatementsothat
“cooperative intervention by each country could carry out the
adjustmenttowardlowerdolar”.
TheJapanandtheUSstressedthepolicycoordinationandcooperation
aboutmarketintervention,butbothgovernmentshaddiferentwaysof
understandingfromthebeginninginthewayofputtingemphasisonthe
‘policycoordination’andthe‘policycoordination’.Thisinconsistencyof
understandingafectedthetransitioninsubsequentsituations.
TheconferenceatPlazaHotelfocusedontheextenttowhichthedolar
wascutdownandtowhatextentothercurrencieswouldberaised.The
‘PlazaAccord’wasthecorepartofthestatement,acertaindegreeof
ordertothedolarofmajorcurrenciesotherthandolar.Thecurrency
diplomacy wasannounced totheworld forthefirsttimeon 22,
September.FirsttheUSgovernmentexplainedUS’smarketintervention.
Thedolardevaluationrangewasfrom 10% to12%,andthedolar
thereforechangedyenappreciationfrom218to214perdolar.
Itwasnecessarytoprepareaconsiderableamountofyenappreciation
againstthe dolarby 10% from the perception ofthe Japanese
governmentatthattime.HoweverTakeshitasaidthathemightrevalue
theyentoagreaterextentagainstthedolar.Takeshitawouldacceptup
to20%,thatis,atthatpoint,theJapanesegovernmentledthemeeting
withtheappreciationoftheyenagainstthedolarofupto200yen=1
dolar.TheFRBChairmanVolckersaid,“FinanceMinisterTakeshitais
muchmorepositivethanwearethinking,andhisattitudehasplayedan
importantroleinthesuccessofthemeeting”［Volcker,Gyoten,1992］.
Inthe‘PlazaAccord’statement,“Thereisacertaindegreeoforderly
risetothedolarofthemajorcurrenciesotherthanthedolar,soacertain
degreeoforderlyriseishopedfor,soifnecessaryandbeneficial,
participating countrieswould preparetomakeclosercooperation”.
Japanesegovernmentshowedthepositiveattitudetowardit［Takahashi,
1995:13］.
TheJapanesegovernmentperformedanactiveinterventionafterthen.
Theinterventionplanwasdividedinto30%eachoftheUSandJapan.It
wasthetotalinterventionamountof18biliondolars(about4trilion300
bilionyen)whichwasexpectedsixweeksfromSeptember23.However,
thepolicyhadtoadoptthepolicyof‘revaluingthemaincurrenciesother
thanthedolarandkeepingthedolarweak’asthebasisoftheJapan-US
exchangeregime.
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4.Miscalculations
Afterthe‘PlazaAccord’waslaunchedintheWelingtonexchange
marketofNewZealandonSeptember23,1985,thedolarbeganwitha
yenappreciationoffrom239yento234perdolar.Governmentsbeganto
interveneinSydney,HongKong,Singapore,andtheEuropeanexchange
markets.Theyenwasupvaluedfrom233to230.Itbeganwithadolar=
231yen,theUSgovernmentimplementeddolarbuyingof2.5milion
dolarsinNewYork,andadolarreached229to225yen.BothJapanese
andtheUSgovernmentsinitialyagreedtoweakenthedolarfrom10%
to15%.
ThedolarinTokyobeganat229yenonSeptember24,theBOJ’s
interventionreducedthedolarto228yen,butthedolarincreasedto232
yen.ThiswasbecauseJapanesecompaniespurchaseddolarforpayment
settlement.TheJapanesegovernmentanticipatedthatthedolarwould
bearound225yen,butthedolardidnotweakenandtheoriginalplan
wasout.Japaneseinterventiontotheexchangemarketamountedto120
miliondolars(about250bilionyen)onthefirstdayalone.TheJapanese
governmentandtheBOJrepeatedso-caled‘talk-down’tointroducethe
yenappreciation.Theyenappreciatedandthedolarreachedthe200yen
inJanuary.Theyenappreciationandthedolardepreciationexpectedby
boththeUSandJapanweresuccessfulatthispointattheendof1985.
WestGermany,France,andtheUKstoppedinterveninginamonthafter
the ‘Plaza Accord’.Since then,the dolar depreciation and yen
appreciationpolicycontinuedbetweenJapanandtheUS.
Howeverthe‘PlazaAccord’cameupwithmiscalculationsoneafter
anotherin1986.Takeshitasaidthatitwouldalowtheyenappreciationof
onedolartobeintheorderof190yen.Onedolarsurpassed200yen;the
sharpappreciationofyenhadbegun.Sincethe‘PlazaAccord’wasthe
‘politicaladjustment’thatapoliticalycreatedflowsofyenappreciation
anddolardepreciation,thecharacterofexchangemarketchanged
significantly,andthemarketbecameoverlysensitivetotheremarksof
high-rankinggovernmentoficials.Theyenappreciationatthistimewas
onlythebeginning.Sixmonthsafterthe‘PlazaAccord’,onMarch17th,
1986,theyenreached174.55yen,thehighestinthepostwaragainstthe
dolar.AstheJapanesecompanies’competitiveness,becauseofthe
yen appreciation,radialy declined,the export-oriented industries
deterioratedmanagement.Japanesecompanieshaveexperiencedaso-
caledyenappreciationrecession.Theheavyindustriessuchasiron,
steelandshipbuildingetc.hadpromotedthesubstantialcorpotrate
downsizing,andthesmalandmedium-sizecompanieshaddrasticaly
reducedprofitswiththeappreciationofyen.
TheGovernorofBOJSumidaonOctober22,1986afirmedthatthe
yen’sappreciationandthedolar’sweakeningaredesirable,butadrastic
measureoftheUSfiscaldeficitwasneededrespectivelyinordertosettle
thistrend.However,astheyenappreciated,thepublicopinioninJapan
turnedoverandbecamecriticaloftheyenappreciationpolicy.The
Nakasonegovernmenthadtodealwiththatcriticism.Dissatisfaction
begantoemergefromwithintherulingLDP.ItwastheChairpersonof（̒）
theLDPGeneralCouncilMiyazawawhowasinthemoststrident.
Miyazawacriticizedthatifthegovernmentadoptedahighyenpolicy,it
shouldhavetakencorrespondingbudgetarymeasures.
Chapter4Japansincethe‘PlazaAccord’
1.IntentionoftheUSGovernmentanditsReactionoftheJapanese
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Government
Nakasonehadtodecidetostopthediametricalyoppositeyenfrom
promotingyenappreciation,andrequestedtheUSgovernmentfor
cooperation.However,atthistime,theUSgovernmenttookaction
againsttherequestofJapan.TheWalStreetJournalpublished
statementsmadebyFinanceMinisteroftheUKN.Lawson,whohada
talkwithBakerintheirconversationonApril11,1986.Lawsonsaid,
“countriesotherthanJapanareseekingafurtherappreciationoftheyen,
andBakerhasthesameidea”.Reaganmaderemarkstodriveitdown
after10moredays,“weshouldlowerthedolarmore”.
WhydidtheReaganadministrationmakesuchremarksdespite
advancingthe‘PlazaAccord’incooperationwithJapan,contrarytothe
originalintentionofthetwocountries‘agreed’?The‘PlazaAccord’had
‘cooperation’besidesthe‘coordination’ofjointinterventioninthemarket.
Itis‘policycoordination’thattheUSemphasized.TheUScaledfor
efortsbyJapantoexpandtheeconomy,andincreaseddomesticdemand
toreduceJapan’sexportstotheUS.Japanadoptedtheintroductionof
privatevitalityandthereductionofinterestrates(flexibleoperationof
monetarypolicy).Japan’stradewiththeUSdidnotdecreaseevenafter
eightmonthsfromthe‘PlazaAccord’.TheUSgovernmentdecidedthat
Japan’sdomesticdemandexpansionpolicywasinadequate.IfJapancould
notexpandtheeconomyandincreaseconsumption,theUSgovernment
woulddecidetoleavethetrendoftheyenappreciationandthedolar
depreciation.
TheUSgovernmentmadenegotiationswiththemeansJapanto
negotiatethehigh yen.TheJapan-US jointpacebrokedown in
thatsense.Onlytheinterventionintheexchangemarketwasableto
preventtheyen’sappreciationbytheJapanesegovernmentalone.
AlthoughNakasonedirectedtheMOFtointerveneinthemarket,it
was notefective in a single intervention alone in Japan.The
Japanesegovernmentcouldnotstoptheyenappreciationwithoutthe
‘coordination’withtheUS.
Theexchangeratebetweentheyenandthedolarwas1dolar=244
yeninmid-1985,butwiththe‘PlazaAccord’triggereditvaluedupto200
yenattheendof1985,andto153yeninAugust1986,andtheyen
appreciatedby60% inashortperiodoftime.AsJapan’sexport-type
industryadoptedthedolar-denominatedexportratio,thedomestic
economyrapidlydeteriorated.Financepolicywasrelaxedasaresponse
totheyenappreciation,andtheoficialdiscountratewasloweredfour
times(total2.0%)onlyin1986［Nishimura,1999:30］.Theimpactofyen
appreciationreducedtheperformanceofexporters.Monetarypolicyhad
tolowertheinterestrateifeconomicmeasuresweretakenintoaccount.
OnApril13,1986,NakasoneatthesummitmeetingandTakeshitaat
theG5askedReaganandBakerforcooperationtosuppressyen
appreciation.HowevertherequestoftheJapanwasrejectedonlyifit
wasnotpossibletochangetheexchangepolicy,becausethereexistedno
improvementintheexternalimbalanceundertheprotectionisttrend
withintheUSCongress.
Miyazawa,theLDPGeneralCouncilChairperson,then,criticizedthe
lackofgovernmentresponsetothe‘PlazaAccord’whichbroughtabouta
rapidyenappreciationagainstNakasoneontheMinisterialConference
onthe‘MaekawaReport’.Externalimbalancesratherworsenedeven
with the appreciation ofyen and dolar,complaintsfrom export
industries,especialysmalandmedium-sizedenterprises,continued,and
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accompanyingintensificationoftheconflictwithintheadministrationand
therulingparty［Kano,2006:182］.
TheLDPwontheelectionsofthelowerandupperHousesatthesame
dayastheelectioncampaignsinJuly1986.Miyazawawhocriticizedthe
‘PlazaAccord’totakemeasuresagainsttheyenappreciationwas
appointedtheMinisterofFinanceatthethirdNakasoneCabinet.Prime
MinisterNakasone keptcriticism from the yen appreciation and
MiyazawabyappointingMiyazawaasfinancepost,andtriedtochange
policywithaggressivefinanceclaimedbyMiyazawa［Shiota,1994:362-369］.
MiyazawametwithBakertostoptheyen’sappreciationinSeptember
1986.Miyazawaaimingforthenextprimeministerhasbeencriticized
forovercomingtherivalTakeshita’sappreciationoftheyendueto
hisownpoliticalintentions,andinsistedthateconomicstimulation
shouldhavebeendoneeveniffinancewaslaunched.Bakerneeded
expandingdomesticdemandofdevelopedcountriesinordertocombat
parliamentary protectionistbils,butdid notpromise ‘cooperative
intervention’atthattime.
BakersuggestedthatJapanesegovernmentsetasupplementary
budget,expandedthedomesticdemand,loweredtheinterestrate,and
tookeconomicmeasures.Miyazawa,whohadfalenintotrouble,hadto
accepttherequestoftheUSevenifitissueddeficit-coveringgovernment
bonds.
Nakasonethoughtthatheneededonlyfiscalstimulusforstoppingthe
yenappreciationsincetheendof1986,buthowtoadjustwiththepolicy
of‘fiscalrebuilding withouttax increase’listed asthemission of
administrationbecameanissue.TheMOF surelyopposedalarge
supplementary budget.Miyazawa had to overcome the economic
chalengesJapanfacesthedemandforyenhighpressureanddomestic
demandexpansion.
Japan,atthattime,hadahugeamountofdeficit-nationalbondsdueto
theplannedremodelingplanoftheTanakaadministrationeraduringthe
firsthalfofthe1970s.TheNakasoneadministrationtookthisprocessasa
governmentissuein the1980s.Finaly,in September1986,fiscal
measuresweresetupthe‘comprehensiveeconomicmeasures’.Thefiscal
policyofexpandingdomesticdemandwas3.6trilionyeneconomic
stimuluspackage.Thepublicworksbudgetamongthemwas540bilion
yen,whichweregeneralpublicworksexpensesanddisasterrestoration
expenses.Disasterrestorationexpenseswithhighamountsofmoney
wereaheadofscheduleforthenextfiscalyear.Thefactwastherefore
only130bilionyenintheeconomicstimulusmeasures.Thiswasa
hardshipmeasureoftheMOFwantingtoavoiddeficitbonds.
TheViceGovernorofBOJMienohadraisedpricestostocks,land,golf
membershiprightsandpaintingsinOctober1986,sodespitespeakingin
theDietsthattheoficialdiscountrateshouldhavenotbedecreased,at
thetimetheJapanesegovernmentimplementedthelowestoficial
discountrateof3%inhistorysincethe‘PlazaAccord’tobeconsistent
withtheneedsoftheUS.Becausedepositinterestratedecreased,
investmentfundstriedtobeadvantageousforfunds.ThelandinTokyo
rosemorethan30%sincethe‘PlazaAccord’,sothesignofthebubble
economywascreepingup.
TheUShighlyappreciateddomesticdemandexpansionmeasuresin
Japan,andannouncedthe‘coordination’andthe‘cooperation’between
JapanandtheUStostabilizetheexchangerate.TheJapan-USjoint
statementwasannouncedonOctober31,1986.TheMOFandtheUS
136――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――137
Treasury jointly announced thatuncertainties in exchange rates
threatenedeconomicgrowthandthattheadjustmentofyenanddolar
exchangerateafterthe‘PlazaAccord’matchedthebasicconditions.It
returnedtoadolar=160yenrangeafterthisannouncement,butthen
this3.6trilionyeneconomicstimuluscompromisedthecoordination
betweenJapanandtheUS.TheUSgovernment,inaccordancewiththe
Gramm-Rudman-HolingsAct,strovetoreducethefiscaldeficitand
promotetaxreformtopromotedeconomicgrowth.
2.JapanundertheHigh-YenRecession
Bakermaderemarksthattheweakeningdolarwasreasonableand
reversedthejointannouncementoftheUSandJapanattheUSCongress
onJanuary8,1987.BecausetheUSregardedtheJapanesegovernment
economicmeasuresas‘pretense’only,theJapan-UScooperationcolapsed
again,andtheyenrose.Japanintervened9biliondolars(about1.4
trilionyen),buttheyenhasexceeded1dolar=150yenonJanuary10.
BakerturnedintoactiontoaddpressuretoJapan.
Miyazawa requested Baker to implement the Japan-US joint
announcementinOctoberofthepreviousyearonJanuary21,1987,but
Bakerreplacesthestabilizationofcurrencyrateby‘coordination‘the
exchangerateJapan’sdomesticdemandexpandedagain.TheJapanese
governmenthadtostartanew fiscalpolicy.TheUSgovernment
demandedimmediateactionbytheJapanesegovernment,butitwas
preparingtimethatneededfortheNakasoneadministration.Thenthe
BOJwasabletorespondimmediatelyinJapan.Thatisafurther
reductioninoficialdiscountrate.Itwas2.5%.TheBOJfearedbeing
exposed forthe bubble economy,butprioritized to preventthe
appreciationofyen.
Itwasthe‘LouvreAccord’onFebruary22,1987thatdecidedto
strengthenpolicycoordinationandmarketinterventionafterthe‘Plaza
Accord’.Itwascorrectingthedolarandyendepreciationof‘Plaza
Accord’thatturnedoverandturnedintoamodifiedform oftheyen
appreciationandthedolardepreciationatthe‘LouvreAccord’.Theyen
exchangerate,whichfelbelow1dolar=200yenroseafterthe‘Accord’,
lettheyen’svaluedropbyupto1dolar=150yenin1987,thetimeofthe
‘LouvreAccord’.TheNakasoneadministrationaccordinglyaimedto
rectifytheappreciationoftheyenpreventinghigh-yenrecessionthistime
［Ohba,1995:180］.
The‘LouvreAccord’createdaschemeofexchangeratesclosetothe
‘TargetZone’andthe‘ReferenceRange’.The‘TargetZone’meantthat
theeconomicpolicyofeachcountrywasseverelymoderatedinorderto
keeptheexchangeratewithinthetargetrange,andinsomecasesa
stronginterventiontowardtheexchangemarketwascarriedout.The
‘ReferenceRange’aimedtorealizestableexchangerateasaresultof
eachcountryadoptingaconsistentpolicyinordertorealizestable
growthofglobaleconomyandremedyingimbalance.
The‘TargetZone’wasamoredirectandactivecountermeasure.Since
Japanwasasurpluscountry,the‘LouvreAccord’wasanagreementthat
“expansionofdomesticdemandwouldcontinuefiscalandmonetary
policythatwouldreduceexternalsurplus”.TheUSwouldcarryout
policiesfromtheperspectiveofreducingthebudgetdeficitto2.3%inthe
1988fiscalyear,from3.9%oftheGNPforecastedinfiscal1987.TheUS
governmentpromisedtomakepoliciesconsistentwithoutinflation”.West
Germanyagreedonmonetarypolicytoimprovetheconditionsofprice
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stabilityandsustainableeconomicgrowth［Ohba,1995:181］.
Howeverthispolicycooperationcolapsedevenlessthanayearlater.
TheWestGermanBundesbankemphasizedpolicycoordinationfromthe
lateSeptember1987tothebeginningofOctober,theBOJalsofolowedto
raiseshort-term interestrates.JapanandWestGermanyinsurplus
countriesweresupposedtomaintainshort-termlowinterestrates.Andit
wasobservedduringthistimethattheUSdeficitreductionwas
inadequatespreadtothemarket.Thatmeantthatmajorparticipating
countriesfailedpolicycoordination.Thiscausedthestockpriceslumpin
theNewYorkmarketonOctober19,folowedbythedepreciationofthe
dolar.Itwastheso-caled‘BlackMonday’［Ohba,1995:182-183］.
Recognitionthatrecoveryofstockpriceandstabilityofexchangerate
couldnotbeexpectediscommontobothcurrencyauthoritiesand
marketinterestedpersons.TheBundesbankandtheBOJhaveraised
short-term interestrates.ThereductionofbudgetarydeficitintheUS
tookoveruntilFebruary1988innegotiationsbetweenthegovernment
andtheCongress.
G7(ItalyandCanadainadditiontoG5)announcedajointstatementin
lateFebruary1987.“Thefurtherdeclineortheriseinthedolarthat
impededtheadjustmentprocesswascounterproductive”.Thiswasa
‘ChristmasAgreement’.
JapancaledforreductioninthebudgetarydeficitintheUSwiththe
‘PlazaAccord’.Putanotherway,thelong-termhighinterestrateisdueto
thelargefiscaldeficitintheUS,andthentheFRBatthetimedidnot
maintainahighhardmonetarypolicy(tightmonetarypolicy),becauseit
thoughtthatinflationwouldaccelerateifnotdoingotherwise［Ohba,1995:
186］.ItwasacceptablefortheUStodestroytheconfidenceof‘policy
coordination’.
TheUShastheworld’sstrongestmilitarypowerandlargestdebt.The
US,whichmadeahugebudgetdeficit,canmaintainthepositionofa
militarypower,becausethedolarisakeyinternationalcurrency.
Becausethedolaristheeasiesttousecurrency,theglobaldolar
dependentregimehasbeentheimperturbablecurrencysystem until
now.
TheUSignoredthedeficitofbalanceofpayments,spreadsdolarsto
theworldintheformofmilitaryexpenditureandforeignaid,placeseach
country underpoliticalcontrol,and hasimplemented tomaintain
economicdominationofeachcountrybyforeigninvestmentthroughthe
globalpolicyof‘imperialism’.Itispossibletocontinuetogrowdomestic
economy.
ThetradedeficitintheUSreachedahighestrecordof140bilion
dolarsinFebruary1987.JapanandtheUSatthistime‘coordinated’and
intervenedinthemarket,buttheyenappreciated1dolar=140syen
range.TheamounthandledintheTokyoMarketrapidlyexpanded,and
itdidnotscaletofitevenifitintervenedsincethe‘PlazaAccord’.The
tradedcurrencyintheTokyoMarketwastripled.TheBOJwasaskedto
cutfurtheroficialdiscountratefromtheFRB.Nakasonehadtojudge
thatitwasnecessaryforthecountermeasuretoadopttheful-blown
fiscalstimulustostoptheyen’sappreciation.
TheNakasone’sdecisionimpliedaninterruptionoftheMOF’sausterity
policy.TheNakasoneadministrationonMay29,1987formedmeasuresto
expand domestic demand of6 trilion yen.Although itwas a
countermeasuretotheyen’shighdepression,itresultedinstrengthening
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theflowtowardsthebubbleeconomyaswelasgoingagainstthefiscal
rebuildingbythegovernment［Hattori,2015:224］.（̓）
However,inausterityfinance,thereremainednofinancialresourceto
fundit.Itwasaproposaloncompatibilitybetweenexpandingdomestic
demandandfiscalrebuildingthatwaspresentedbyK.Nakagawa,the
executiveboardmemberofRegionalBankersAssociation.Thatplanwas
thesaleofNTTshares.NTTsharessoldat119,000yenpersharein
autumnof1986gainedhigherthan3milionyen.Accordingtothatplan,
incomefromsaleenteredthenationaltreasury,andthenitwaspredicted
thatanaturalincreasedintaxrevenuescouldbeexpecteddueto
economicrecovery.Howeverthesourceofrevenuewasbasedontax
revenuesfromstocksandlandetc.involvingbubbles.
ManyJapanesecompaniesinthosedayswerebeginningtoapply
gradualytotheyenappreciation.Thereexistedalsoadropinimported
rawmaterialcostsduetotheappreciationofyen.TheJapaneseeconomy
finalybegantogetoutoftheyen’shighrecessionatthattime,butasign
ofthebubbleeconomybegantoappear.Thatpolicywasthelargest
economicmeasureafterwartorespondtotheneedsoftheUS.TheMOF
inMay1987proposedtotheNakasonethedraftofthemeasuresof5
trilionyen.Healsoaddedonetrilionyen.Theeconomicmeasureswere
thehighestrecorded6trilionyen,whichwasbasedonataxreduction
ofonetrilionyen.TheNakasoneadministrationpromotedmonetary
easingpolicyandmeasurestoexpanddomesticdemand.Itwasa
separationfromthe‘administrativereform’budget,saiddiferently,the
abandonmentoffiscalreconstructionmeasures［Kano,2006:207-208］.
TheUSfinalywithdrewtheremarksofthehighappreciationofyen,
domesticdemandexpandedrapidlyinJapan.Moneygamessuchas
stocks,paintingsandspeculationtolandbecameactive,andtradesurplus
declined.Peoplebelievedthattheboom wouldlastbutcompanieshad
repeatedlyinvestedinlargeprojects.Measurestoexpanddomestic
demandwereonlyintheassetbubbleeconomy.（̔）
3.TheBeginningofthe‘LostTenYears’andthecontinuingthe
‘preliminarilyLostTenYears’
The‘PlazaAccord’rapidlyloweredthedolarnotonlyagainsttheyen
butalsoagainstthenon-dolarcurrency,becauseofdeclarationof
coordinateddolardevaluationbydevelopedcountriescenteredonJapan
andtheUS.ThedolarwassoldmorethanG5anticipated.
Thedolardepreciationandtheyenappreciationcontinuedin1987,
evenwhentheG7withCanadaandItalyaddedtotheG5declaredthe
‘LouvreAccord’forthestabilityoftheexchangerate,thedolar’sdecline
(yenappreciation)didnotstay.Thedolarreached120yenbytheendof
1987.Theyenafter1988becameinthe120syenrangetothedolar,andit
begantoexpandtothelevelafter1989.
Japan’sfiscalbudgetwasforcedtoshiftfromthefiscalrebuildingtothe
fiscalexpansioninresponsetotheappreciationofyenandthe‘external
pressure’seekingtocopewiththeworseningoftradefriction,andin
responsetothe‘internalpressure’seekingeconomicstimulusmeasures
toovercometheyenappreciation.Japan’sbusinesscirclealsosought
priorityoneconomicrecovery［Tadokoro,2001:225］.Leadingpoliticianssuch
asMiyazawahadnochoicebuttoproactivelyactontheeconomicboost.
Japanhadtotakeoverasthedrivingforceofworldeconomywith
Germanybecauseofthenecessityofinternationaleconomicdevelopment.
Theoperationof‘intentionalreductionofdolarprice’byG5from
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September1985assumedtheinitialtwomonths,andthedevaluationof
dolarwasabout10to15%.TheJapan-UScooperativeinterventionwas
indeedlastinNovember1985.Howeverthepoliticalintentionofthe
dolardevaluationinthe‘PlazaAccord’dominatedthecurrencymarket
forthefolowingthreeyears,acceleratingdolarpricecutbeyondthe
speculationofeachcountry.Itprovedthatcooperativestrategiesofeach
countryinfluencedtheexchangerate,andatthesametime,oncestarted
thetrendofforeignexchange,nocountriescouldnotcontrolbythe
cooperativeintervention.
Thecurrencycoordinationcertainlyhadcertainefectsforseveral
yearsafterthe‘PlazaAccord’.Japan’scurrentaccountsurplushad
halvedin1990ontheonehand.ThecurrentaccountdeficitintheUShas
shrunkandimprovedin1991untilthebalanceoftherevenueand
expenditureontheotherhand.Afteraltheidealeavingthecurrencyto
themarketfailedatthatpoint［Iida,2007:137,145-146］.
However,despitethefactthattheappreciationofyenandthe
weakeningofdolardidnotchange,thecurrentaccountsurplusinJapan
turnedtoanincrease,anddeficitintheUSbegantoexpand.Asitturned
out,adrasticdevaluationofthedolar(arevaluationoftheyen)proved
thatconstantimbalancecouldnotberesolvedalthoughitproducedshort-
term efects.Thereexistedconcernaboutinflationaccompanyingthe
suddendolardepreciationintheUS.Thisresultedinanincreaseinlong-
terminterestrates,whichaludedtothe‘BlackMonday’asapreliminary.
Theappreciationofyenhasresultedina‘recessionoftheyen
depression’inJapan.TheMOFandtheBOJturnedtoaggressiveeasing
policyasacountermeasure.TheBOJreducedtheoficialdiscountrateof
5%in1985to2.5%in1987.Itwastoaccelerate‘financialtech’investing
in stocksand realestate.The Japanese governmentadditionaly
implementedfiscalspendingpoliciessuchaspublicworkstoexpand
domesticdemandthattheUSexpected.Thisincreasedthetendency
towardincreasedgovernmentbonds.
The government’sfiscalexpenditure expanded then.The LDP
government incorporated both economic ‘constituencies’,a global
competitivepositionandadomesticalyprotectionistposition,evenifit
hadbeenupsetbyeconomicmanagementinthe‘PlazaAccord’.They
neverlostthemintermsofpoliticalsupport.
ThestabilityofpoliticalsituationinJapanwasgivenincentivesto
movetoanew directionwithderegulation,domesticdemand,and
openingupofimportsandinvestment［Pempel,2006:45-46］.Putanotherway,
insteadofstrengtheningsupportfromthetwoeconomic‘clients’inthe
policyofLDPinJapanafterthe‘PlazaAccord’andinthefirsthalfofthe
1990s,severefluctuationsbetweenpolicyandtheeconomicsector
avoidingtheanticipatedchoice.However,asaggressivemeasuresagainst
theyenappreciationoftherecession,asmentionedearlier,itwasdecided
tobringJapanintotheBubbleEconomy.ThereactionofBubble
Economyhadledtoalong-termdeflationarysituationsincethe1990s.
The‘PlazaAccord’itself,asamatterofcourse,didnotdirectlybring
abouttheeconomicmeasuresoflowinterestratesandfiscalspendingby
the Japanese governmentand the subsequentBubble era.Itis
nonethelessafactthatitbecameamediatorthatbringsaboutthe
phenomenonof‘unprecedentedassetbubble’oftheJapaneseeconomyas
abyproduct(thoughitcouldbethoughtofasabiggerproductrather
thanit)intheconsensusbuildingprocess.Itisinlinewiththecurrent‘era
ofilusioncreatedbyfinanceofthestockprice’and‘realestatehigh
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expectationbyquantitativeeasing’.
Chapter5ThreePoints
Becausetheexchangerateafectspeople’slives,itspoliticalandeconomic
viewpointisimportant.Itisnecessarytounderstandhowthecurrency
regimeisdeployedandhowthegovernmentwilcarryoutexchangerate
policies.
Thefixedexchangeratesystemafterthepost-warwaspremisedon
theoverwhelmingUSholdingsofgoldanditsstableeconomicstrength.
Theshiftfromthefixedexchangeratesystemtothefloatingexchange
ratesystemhadtriggeredtheliberalizationoftheexchangerate,which
removedrestrictionontheregulationofthecapitalmovementbystate.
Fluctuationsintheexchangerateafectcapitalflows,andcausenotto
makeanadjustmenttothetradebalance.TheUSbudgetdeficitbefore
the‘PlazaAccord’increasedinterestratesintheUS,andexpanded
interestdiferentialswithothercountries.Foreigncapitalskeptflowing
intotheUS.Thedolarratehadrisen.Therefore,thetradebalanceofthe
USdeterioratedfurther,andtheadjustmenttothehigherdolarwas
ratheramplified［Yamamoto,1989:173］.Itcanbesaidthatthe‘PlazaAccord’
aimedatapartialreturntothefixedexchangeratesystemtodealwith
that,sotospeak,likethe‘RoosaScheme’.Itshouldhavebeenefectivein
‘manageable’or‘regulatory’measure,which could be shared the
‘cooperation’andthe‘coordination’withinthecurrencyregime,butafter
the‘PlazaAccord’theappreciationoftheyendidnotstop.
Thecurrencyregimefunctionedonthegroundthe‘cooperation’and
the‘coordination’［Broz,Frieden,2006］.Itcanbearrangedfrom thethree
pointsmentionedasstatedabove(Chapter1,3inthispaper)inthe
internationalregimefromthecaseofthe‘PlazaAccord’.
1.Point1
Point1iswhetherornotitisnecessarytocontinuetointegratedomestic
andforeignexchangeratepolicies.Whendecidinghow tomanage
currencies,policymakersofstatemustformulatetheirowncurrency
ratepolicy,takingintoaccountthecurrencyregime.Itmeansthe
‘managedexchangemarket’inasense.Itisonthefoundationinthiscase
thatwasthetradeimbalancebetweenJapanandtheUSthen.The
partieshadtotrulyclarifythiscauseandintention.TheUShopedfor
Japan’sdomesticdemand expansion,and strongly urged Japan to
stimulate the businesscondition.The ‘Plaza Accord’justified the
intentionoftheUS.Accordingly,thismeasure,asidefromthefacts,was
necessaryforthestabilityoftheinternationalcurrency.
Howeverthereremainsaquestionastowhetherexchangerate
adjustmentbythe‘PlazaAccord’wasefectiveforimprovingtrade
imbalancebetweenJapanandtheUS.The’PlazaAccord’maintaineda
certainefectofcurrencyadjustmentforashortperiod.Indeed,Japan’s
currentaccountsurpluspeakedat1986,butthesurplusdeclinedbyhalf
in1990.ThecurrentaccountdeficitoftheUSgradualyshrunkand
improvedin1991untilitreachedthebalanceofpayment.However
Japan’scurrentaccountsurplusturnedtoanincrease;theUScurrent
accountdeficitbeganagain.Asitturnedout,thedevaluationofdolar
wasmerelyashort-termefect,failingtoresolvetheimbalancewhichcan
besaidtobepermanent［Kuramoto,2014a:66］.
TheJapan-UScurrencyregime,regardingPoint1,initialybeganwith
countermeasuresagainsttheweakeningoftheUSdolar,andaJapan-US
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cooperativeframeworkwasformed,butthediferenceinanticipationof
the‘cooperation’andthe‘coordination’betweenthetwocountries.Tocite
acase,therewasadiscrepancyinhowtograspthe‘policycoordination’
betweenJapanandtheUS.Itisthebackgroundthatthereremaineda
diferenceintheperceptionoftheinterestsofeachcountry.TheUS
expectedJapanesemarketopeningandexportrestrictions,butJapan
requestedstablecurrencyrates.
Thereisaviewthatitismeaninglessthatinternationalmacropolicy
coordinatesincountrieswithfloatingexchangeratesystem［Noguchi,2005］.
Japanwasforcedtohave,inasense,twomacrotargets:toreduce
surpluses,and tostabilizetheyen and thedolar.TheJapanese
governmentconsideredtheseconditionstobeanobligationtoaccept
theseconditionsastheeconomicpower.Howeverexchangeadjustment
inthe‘PlazaAccord’orthe‘LouvreAccord’meansapartialreturntothe
‘fixedexchangeratesystem’inabroadsense,anditislow-potentialthat
themacroeconomicpolicyofaspecificcountryisproperlysymmetrical
betweenJapanandtheUS.
ThereasonfortradedeficitintheUSwasmainlyduetothe
combinationofbudgetdeficitandmonetarytighteningpolicy,butit
increasedtheinterestrateintheUS,andpromotedcapitalinflowedfrom
overseas.Itwasthusconsiderednecessarytoresolvethedeficitwiththe
politicaldecision,soitwasthe‘PlazaAccord’thatwassupposedtosolve,
anditwasalsoanagreementtoremedythetradeimbalancewiththe
developedcountriesinacoordinatedmanner［Kano,2006:198］.Anditis
necessarytounderstandthatthesingleinterventionbyacountrywas
morerestrictivethanitslimithaditspower［Kuramoto,2014a:56］.
Sowemustthinkthatitisnecessarytoquestiontheneedto
fundamentalproblem ofwhatthecurrencyregimeisfor.Weknowan
opinionthatthe‘PlazaAccord’aimedattheappreciationofyenandthe
devaluationofdolarhadnoefect［Takahashi,1995:10-21］.Ithasabasisinfact
thatthedolarratewasfalingbelowfrom February1985atthepeak.
Howeveritcannotbeforeseenwhethertheweakeningofdolarcould
continuewithoutthe‘PlazaAccord’orwhetherthemarketwasnot
disruptedbythat.The‘PlazaAccord’mightfeasiblyhavealowed
countriesparticipating in theinternationalcooperation only by its
consciousness［Kano,2006:196］.
Theinternationalfinancerequiredfortherapidexpansionofglobal
capitalmobilizationinthecooperationamongthecountries.Itwas
necessaryforpolicymakersinvolvedineachcountry’smonetarypolicy
touniteanddealwithitforthatoccasion.Unlessthecooperativeaction
wasexceptionalyhandled,theinformationexchangebasedonmutual
surveilanceusualystrengthenedthefoundationofcooperativesystem
［Kano,2006:28］.Wemustconfirmwhetherthiswasthoroughornot.
ThediferencebetweentheperspectivesofgovernmentsofJapanand
theUSwaslinkedtothe‘Japan-USStructuralImpedimentsInitiative
(SII)’in the 1990s.The diference between thisrecognition and
information sharing could notbe solved in the currency regime
eventualy.
Wepromptthefundamentalquestion.Wastheinternationalcurrency
regime,orthe‘PlazaAccord’,realynecessaryinfact?Andwasthepolicy
coordinationsignificant?ThesenseofcrisisintheUScurrentaccount
deficitencouragedinternationalmacropolicycoordination.Ifapossibility
thatthedolarsystem colapsedoccurred,whichdisappearedthekey
currency,andwoulddisrupttheworldeconomy,bothgovernmentsof
148――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――149
JapanandtheUShadtosecuremutualpublicgoodsthatmaintained
mutualdolarvaluethroughpolicycoordination.However,althoughthe
dolarratefel,andcapitalinflowstotheUScontinued,werethepolicy
coordinationandcoordinationrealyessential［Kano,2006:217］?Wasitonly
tomakeasettlementproposalthattheexchangerateprocessbetween
yenanddolarrequiredareturntothe‘fixedexchangeratesystem’ina
sense?OrwasitjustapolicytosavetheUSeconomiccrisis?
2.Point2
Point2istheneedtoclarifythetheoreticalandempiricaluncertain
circumstances.Wemustunderstandmutualcircumstancesandplansby
both governmentsofJapan and the US.AsMiyazawa made a
retrospective［Mikuruya,2016:231-237;Kubota,2008］,thegovernmentsofJapan
andtheUSdidnotsettheyenappreciationtotheextentbeforethe‘Plaza
Accord’.Thefactthatitdidnotformalydecidecausedunexpected
progress.Howeverevenifthedolarratemarkedlydeclined,itdidnot
takeafavorableturntothebalanceofpaymentintheUS,andtheUS
furtherexpectedJapantoexpanddomesticdemand.TheBOJrepeatedly
reducedtheoficialdiscountrateasaconsequence.
IfwecontinuetodiscussPoint2,intheuncertaincircumstances(and
finalforecasts),whethertheinitialforecastwasrefinedtheoreticalyis
alsorelatedtothenextPoint3whethertheUSpoliticalobjective(the
eliminationoftwindeficit)tendedtobeprioritized,andasituationthat
coulddisintegratetheexistenceofthesubsequentcurrencyregime
continued(e.g.Japan’sassetbubble,andthenthelong-term economic
recession).Couldnooneassumethistrendatthattime?
Eventhoughtheappreciationofyenandthedevaluationofdolarmade
progressasinthe‘PlazaAccord’,regardlessofthehigheryenandthe
lowerdolar,evenifthereremainedseveralconsensusconfirmationsin
thesubsequent‘LouvreAccord’,the‘betrayal’ofthe‘cooperation’ontrust
markedlyreducedtheefectivenessoftheinterventionpolicy.Wasthis
notpredicted?
IthadnoefectontheeliminationoftheUSdeficitwhichwasthe
emergencyeconomicmeasuresof6trilionyentoexpanddomestic
demand.Thesignificantdevaluationofdolarfrom politicalintention
broughtaboutefectintheshortterm,butitdidnotbringabouta
permanentdisappearanceoftheimbalancedtrade.Thesideefectof
‘PlazaAccord’wasthatinflationconcernsraisedthelong-terminterest
rateintheUS,andbroughtaboutaforeshadowingtothe‘BlackMonday’.
Theyen’shighdepressioncountermeasurecausedthe‘BubbleEconomy’
inJapan.Lowinterestratesandfiscalspendingbroughtaboutanegative
impactbeingaby-productofthe‘PlazaAccord’.
3.Point3
Point3istheelucidationofcircumstancesconcerningfactorsclosely
relatedtoeachother,suchastrade,investment,currencyandeconomic
conditions.Wemustpreparesomethingtoreflecttheimpactsderived
fromthemintheformationanddeterminationofdomesticcurrencyrate
policieswithintheregime.Thatmeansnotonlytheproperevaluationof
thecurrencyratebutalsotheefectoftheregime.1dolarwas240yen
beforethe‘PlazaAccord’.Theyenexchangerateexceeded1dolar=200
yenin1986.Thischangeprovedthatforeignexchangeadjustmentcould
notrectifytheimbalanceintheexternalbalance.Thedepreciationofyen
andappreciationofdolaradvancedatafasterpacethantheactual
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exportdeclines,resultinginanincreaseinJapaneseexportstotheUSin
dolarterms.
Itisnecessarytoexplainthedomesticandforeignpoliticaleconomic
circumstancesatthattimeregardingPoint3.The‘PlazaAccord’was
onlya‘politicalshow’directedbyTreasurySecretaryBaker,butitis
sometimessaidthatthefailureofREAGNOMIX requiredthe‘Plaza
Accord’［Takahashi,1995:15;Funahashi,1993:Ch.9］.The‘PlazaStrategy’was
colaboratedbyPrimeMinisterNakasone,FinanceMinisterTakeshita
andtheoficialsofMOFinoneview［Ito,2022:267］.Accordingtoanother
view,thepressuretoJapanfromtheUSmustbeviewedasacoalescent
strategyofthetradeandthecurrency.ThereisalsoaviewthatJapan,
whichhadthewealthiergaugeoftheUSpartialyintermsofeconomic
power,wasacasethatwasforciblyovercomeJapan’sresistancebythe
politicalpoweroftheUSintermsofinternationalcompetitiveness,
［Ishikawa,1995:157,158］.
It can be thought that the mismanagement of the Reagan
administration’seconomicpolicyenlargedtheexternalimbalance,and
inducedtheprotectionismfromtheUSCongress［Kano,2006:195］.Abitter
criticpointsoutthatitwasacaseofthe‘unconditionalsurrender’ofthe
Japaneseeconomy,sincetherelatedpartiesdidnottakeanopportunity
forthereexaminationtothe‘PlazaAccord’［Okamoto,2018:22-25］.
4.Whatwasthe‘PlazaAccord‘?
The‘PlazaAccord’wastheresultoftheUSgovernmentmaximizingits
poweraimingfortherecoveryofitseconomyattheexpenseofJapanese
economyontheonehand.TheJapanesegovernmentonlyselectedthe
tacticofmeasureastohowmuchtheyen’shighleveloryenhighspeed
wouldalow theJapaneseeconomytoendureortoneedmeasuresto
keepitawayfrom structuralchangeontheotherhand［Sakai,2003:63］.
ThismeansthatJapaneseadministrationhadnopoliticaljudgment
and/orresponsibilityfortheresult,morespecificalyitprovesthelackof
politicalstrategy［Ito,2002］.
Considering both military and economicsecurity oftheReagan
administration,inparticular,itmeanspromotingdolardefenseand
securitydefenseatthesametime.Thescenarioof‘PlazaAccord’couldbe
thoughttohavebeenco-writtenbySecretaryofStateSchulzand
TreasurySecretaryBakerofthesecondReaganadministration.Schulz
wasa‘colaborator’whomadedefensecapability(e.g.theBurdonSharing
ofdefensecost)andBakerwasa‘coordinator’to‘adjust’thevalue
equilibriumbetweendolarandyen(e.g.thedepreciationofdolarandthe
appreciationofyen)againstJapan［Okabe,1978:1987:76-79］.Howeverit
remainsquestionablewhethertheywouldaccuratelyenvisagethefinal
outcomeofthe‘PlazaAccord’.
However,asseeninthelatereconomicrelationofJapan-US,the
monetarypolicyofPrimeMinisterNakasone,FinanceMinisterTakeshi,
GovernorofBOJSumida,theexecutivesoftheMOF,andtheinvolved
partiestalkedlaterthatJapanhasacceptedforeignexchangecontroled
soastocompromisetotheReagangovernment［Kuroda,2008］.Itis
necessarytopointoutthat,justtobeaware,theeconomicsecurity
strategieslikethe‘PlazaAccord’becameoneoftheguidelinesforthe
futureoftheUS［Nishimura,2008:29;SeeFuruta,2001,Furuta,2018b］.
WemustalsoconsiderthedomesticpoliticalcircumstancesoftheUSin
the1980s.ThepresidentwastheRepublicanParty,andthemajorityof
Congresswasthe DemocraticParty.Itwasthe era of‘divided
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government’.TheCongressrandomlymadeaproposaltoprotective
tradebils,andtriedtoblockandreducetheexternalpolicyofthe
ReaganadministrationinthetradepolicywithJapan.
TheReagan(andthenextBush)administrationregainedtomaintain
theUSleadershiptoJapanbylinkingtheexchangepolicywiththetrade
policy.HowevertheReagangovernmenttriedtogetconcessionfrom
JapanbecauseitcouldnotcompromisewithCongress.AndtheUS
governmentdemandedanexpandedthefiscalpolicyofthemonetary
easingorthepublicinvestmentattheappreciationofyeninsearchof
immediateefect.Japanwasgiveninasituationseekingavoidanceofthe
yen appreciation,and measuressuch asconvincing the domestic
dissatisfactionintheformofexternalpressureinthepolicycoordination
fromtheUS［Kojyo,2002:367-370］.
Howeveritwasunlikelyforeseeablewhethertheweakeningofdolar
couldhavecontinuedwithoutinterveningexchangemarketthroughthe
‘PlazaAccord’,orwhetherdolarcrashed,andconfusedthemarket.Even
ifinternationalcooperationwasnecessaryasidetheresultinorderto
realizetheorderlydeclineofthedolar,itwastheintentionofthe
countriesthatparticipatedinthe‘PlazaAccord’［Kano,2006:196］.The
combinationoftheUSbudgetdeficitandmonetarytighteningpolicy
raisedtherealinterestrateintheUS,andasaconsequencepromoted
capitalinflowsfrom overseas.A solutionforthisproblem requireda
politicaldecision.Statedinadiferentfashion,the‘PlazaAccord’wasa
majoreventthatcoordinated theremedy ofthecurrentaccount
imbalanceamongdevelopedcountries［Kano,2006:188］.
Cooperativeinterventionafterthe‘PlazaAccord’provedefectiveifthe
exchangeratewasafectedbychangesintheexpectedexchangerate
alongwithinterestratediferencesbetweenthetwocountries.Itis
consideredthattheadjustmentofdolarandyenwassuccessfulevenina
shortperiod.Depending on the expectationsofthe participating
countriesatthesametime,theefectofinterveningexchangemarket
becameunstable.Ifthe‘policycoordination’atthetimeofthe‘Plaza
Accord’were clearly indicated,dolardevaluation (,thatisyen
appreciation)wouldproceedrapidly,butiftheconfidencein‘policy
coordination’fluctuated after the ‘Louvre Accord’,the efectof
interveningpolicywoulddecreased［Kano,2006:166］.Thisprovedthe
significanceof‘cooperation’inthereversesense.
ThetradedeficitintheUSsloweddownin1987againstthedeficitwith
Japan,withtheefectofthemacro-cooperativepolicyafterthe‘Plaza
Accord’,theproportionoftradedeficitonthewholeincreased.TheUS
thereforeestablishedthe‘comprehensivetradelaw of1988’asafirm
argumentagainstJapan.TheBushadministrationinMay1989raised
talkson‘astructurethatisabarriertotradeandinternationalbalanceof
payments’,withaflurryofapplyingSuper301toJapan［Sakai,1966:173-228;
Nakanishi,2002:233-341;Noguchi,1955:Ch.1-3;Kano,2008:210］.Ithasbecometheonly
basicstrategyoftheinheritedUS’sstyleofthestrategytoJapanfromthe
‘Japan-USYen-DolarCommittee’［Sekioka,2004:61-85］.
Chapter6Validationonthe‘PlazaAccord’30Yearslater
1.Evaluationonthe‘PlazaAccord’after30Years
Asymposium incommemorationofthethirtiethanniversaryfrom the
‘PlazaAccord’in2016washeldintheUSbypractitioners,policymakers,
bureaucrats,economists,researchers,etc.atthetime.Iwouldliketo
considertheevaluationof‘PlazaAccord’fromthatpointatthepresent
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time［cf.BergstenandGreen,2016］.
The‘PlazaAccord’mayhavebeenconsideredtohavecreatedmore
thanit,ratherthancontributingtothesuitabilityofcurrency.Itis
because ithas established the coordination and the practice of
multilateraleconomicpolicy.TheUSgovernmentwasconstrainedbythe
budgetdeficitwiththe‘Gramm-Rudman-HolingsAct’whichreducedthe
federalexpenditure.Japanhadeliminatedtheimportbarriers,and
acceptedthestimulationofdomesticdemand.WestGermanyagreedto
reducethesizeofpublicsector,andeliminatedtheexcessiveregulation.
The common consciousness is that the domestic prohibition of
protectionismwasthepropositioninaltheparticipatingcountries.
Wehavelived(andwil)inaneweconomydaybyday,withmore
actors,morecomplexmarkets,andhugecapitalflows.Ifwemaximize
long-termgrowth,minimizetherisksofprotectionism,andstabilizethe
foreignexchangerate,wewilacquirethe‘lessons’learnedfrom the
experienceof‘PlazaAccord’,and beabletoachievesustainable,
energetic,Baker,oneoftheproponentsof‘PlazaAccord’,retrospectthat
itshouldbeabletoadheretothewaytoregularlycoordinatethemacro-
economicpolicy［Baker,2016:20-21］.
The‘PlazaAccord’provesthatitisacasethatcanbeutilizedamong
countriesovertime.Itischaracterizedastheglobalmarketsurvivesin
‘stateofnature’inthesenseof‘Balkanization’.Mulfordemphasizesthatto
reducetheriskistopromotecooperationandrestorationtoorder,but
thatisnotnecessarilythe‘regulation’bygovernments［Mulford,2016:39］.
The ‘cooperation’and the ‘coordination’embodied in thatthe
agreementcoulddeclaremorefundamentalthingsinmanyrespectsin
the‘PlazaAccord’.Thecircleofpolicymakersprovedthattheeconomic
andfinancialproblemscouldfunctionextensivelyandefectively.The
‘cooperation’amongpolicymakersintheUS,theUK,WestGermany,
FranceandJapanwasadecisivefactortoreachan‘agreement’.Dalara
pointsoutitscharacteristicthatonewastheexchangeratepolicy,and
theotherwasthecloserelationshipbetweentheeconomicandfinancial
leadersofthecountries,andtheyarelackingnow.Healsoindicatesthat
itisnecessary to introduce policiesatthe presenttime,facing
fluctuationsand liquidity thatweakensthe world economy.The
‘coordination’maybedificulttoday,inthatsense,asthemarkethas
becomecomplicatedandenormousoverthepast30yearsormore［Dalara,
2016:43-44］.Frankeladdsthatthependulumwilreturninresponsetothat
word,andtheinterveningtheexchangemarketwilbeappropriateagain
(andwiththeChineserenminbiinhismind).
Wemustattentivelyunderstandthatthereexistsalsoanobjection
fromtheeconomistwhoparticipatedinthissymposiumagainsttheviews
ofpractitionerswhoinstructedthe‘PlazaAccord’.Whileacknowledging
thatthe‘PlazaAccord’andthesubsequent‘LouvreAccord’wereoneof
themostimportanteventsintheinternationalfinancialhistoryafterthe
SecondWorldWar,both‘Accords’aresignificanttotheJapanese
economy,whichhavegivenanunnaturalimpact.Someregardthe‘Plaza
Accord’asasymboliceventtriggeringJapantoguaranteeitsrolein
coordinatinginternationaleconomicpoliciesguidedbyG5countries.
Othersconsiderthelong-termyenappreciationafterboththe‘Accords’
thatwasthetriggerof‘recessionwhichthehigheryen’broughtout.
Otherresearchersadditionalylookbackonthecaseofthe‘unwilingness’
oftheadjustmentofinternationalpolicythatworsensdomesticfinance
anddidirremediableharm toJapaneseeconomy.Wefindthatone
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‘agreement’isalsothe‘RashomonEfect’amongtheJapaneseresearchers
andeconomistsevennow［Ito,2016:73］.
TheUSseniorgovernmentoficialsandeconomiststendtoarguethat
the‘PlazaAccord’andthe‘LouvreAccord’mitigatedthetensionoverthe
currency.Bakerpraiseshimselfthatthe‘reality’whichstatesthatthe
dolarbecameadequatebythe‘LouvreAccord’containedconflictsfrom
theUSCongressatthattime.
Thenhow wasmacro‘coordination’?ThetradedeficitintheUS,
Japan’ssurplus,andtheexternalimbalanceofJapanandtheUSdidnot
decreaseuntil1987,whichtwoyearsafterthedolaragainstGerman-
Markandyenpeaked.Ittook18to24months,buttheJcurveefect
worked.Theyenappreciationhelpedrectifytheimbalancebypolicy
adjustmentthroughboth‘Accords’atleastonthemacro-economicside.It
wasinlinewiththeUSCongressthattheproblem waswhetherthe
remedyofmacroimbalancewas,especialyonthesidethatsupposedly
imposedtradesanctionsagainstJapan(insistingtheself-ignorance)［Ito,
2016:101］.
The‘PlazaAccord’in1985wasrequiredtocorrectthegreatest
currency misalignmentin the history ofcontemporary currency
relations.Thisisbecausethemisalignmentposesathreattotheglobal
tradingsystem.Thatresultedinvariouspressuresfromprotectionistsin
theUS.Theflowofcapitalisdirectlylinkedtotradeimbalanceunder
thatsituation.Later,thecurrencymanipulationcausedthehousebubble,
theGreatRecession,theeurocrisisandsoforthalovertheworld.
Currencymanipulationhaserodedpoliticalsupportforglobalizationand
anewtradeagreementintheUSandothercountries.Itposesathreatto
freetrade［BergsteinandGagnon,2017:1］.
Thestatepursuesasurplusinthecurrentaccountsoastobuildits
ownreserveandtodealwithfutureexternalshocks.Thosewhosupport
thatpositionbelievethattheeconomic,political,andmilitarypowerof
citizens,inparticularinthemanufacturingindustryandrelatedservice
industries,wilgreatlyenhancetradesurplus.Inthatrespect,the
mercantilistdoctrineisstilsupported［BergsteinandGagnon,2017:2］.TheUS
administrationshaveintervenedintheexchangerate,inparticularfor
mercantilistpurposes.Especialyformercantilistpurposes,thepolicy
caledforavoidingtheshocktothedeficitofnation’scurrentaccount
［BergstenandGreen,2016:11］.
TheJapanesegovernmentshaveusedforeignpressurestopromote
ownpolicy.Whenagreeingtoreevaluatetheexchangerateof‘Plaza
Accord’,Western European governments were conscious ofthe
protectionisttrendoftheUSCongress［BergsteinandGagnon,2017:135］.
Thepolicytomaterializethespecificrangeoftheexchangerate
afectedthe‘PlazaAccord’andthe‘LouvreAccord’.The‘PlazaAccord’
wasajointagreementthatjustifiesthatloweredtheexchangevalueof
dolar;thereforeitdecidedtobalanceUScurrentaccounts.The‘Louvre
Accord’wasadmitted thatthevalueofthedol(asset)declined
suficiently,andsincetheUSandothercountriescounteractedfurther
depreciation,itdeclaredthattheassetofdolwasjustified［Bergsteinand
Gagnon,2017:142］.Theoutcomeof‘PlazaAccord’waspredictedtobea
changeinthemarketexpectationoffutureinterventionsratherthanat
thetimeofrealconductingintervention［BergsteinandGagnon,2017:37］.
The‘PlazaAccord’wasahigh-watermarkofinternationalcooperation
aftertheSecondWorldWar.TheUSGovernmenthasachievedan
adjustmentoftheexchangerateofcurerentaccountbalanceinthelatter
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halfof1980s.The‘PlazaAccord’wasimplementedcolegialybyG5under
thepressureofprotectionismintheUSCongress,butitisquestionable
whetheritwasbasedontheagreedrulesorarrangements.TheUS
beganwithaone-sidedinitiative［BergstenandGreen,2016］.
2.VerificationfromtheJapaneseResearchers
The‘PlazaAccord’inSeptember1985wasthestartofshort-termpolicy
adjustmenttothelast.Bakerwastakingtheinitiativeinthisconference,
butindeed,Japandidnotjoininadishonorablemanner.Takeshita
favorablysupportedtheyenappreciationof10to12%ormore.Andthe
goalofloweringdolarwasachievedtothatgoal.Howevertheyen
appreciationdidnotstaythere.Theyenappreciationbecame1dolar=
200yenattheendof1985,1dolar=190yeninJanuary1986,and1dolar
=160yeninthesummerof1986.Japanatthattimehadtoswitchto
blockfurtheryenappreciation.TheUSthoughtthatthecurrency
correctionwassuccessful,butstilwantedtostimulatethedomestic
economyinJapanandWestGermanytoreducethetradeimbalance
betweenJapanandtheUS,andbetweentheUSandWestGermany.
The‘LouvreAccord’setupacertainrange,the‘TargetZone’orthe
‘ReferenceRange’wherethecurrencyofG7wasstabilized.TheFinance
MinisterMiyazawashowedinterestinthe‘TargetZone’,buttheUSand
Japancouldnotagreetosetthemaximumceilingofyen.Sotherewasno
wordceilinginthe‘JointDeclaration’.
Thereremainedmanyreasonswhysuchasituationhadbeenreached.
They werean occurrenceofthe‘Black Monday’,thechangeof
policymakers,andtheexpansionofmarketwhichhadbecomeunableto
fitinthe‘TargetZone’andsoon.Thelessonof‘LouvreAccord’wasthat
theinterpretationdifersforeachcountry,institutionandpolicymakers.
TheBOJ,theMinistryofInternationalTradeandIndustry(MITI),the
MOF inJapanhaddiferentinstitutionalunderstandingsaboutthe
attemptedtostabilizetheexchangerate,andstimulatedthedomestic
economybythe‘PlazaAccord’andthe‘LouvreAccord’.
WhenthesignsofBubbleEconomybegantostart,theBOJopposed
theMOFasamatterofthepolicy.TheBOJrecognizedthatlowinterest
rateswere forced to ‘cooperate’so asto preventthe excessive
appreciationofyen,resultinginabubbleeconomy.TheMinisreyof
InternationalTradeandIndustry(MITI)opposednumericaltarget
requirementsfortheimportfromtheUS.Thatmeantthedebateofthe
treatingmonetarypolicyandthetradeseparately.TheMOFabandoned
expectationsforcurrencyadjustmentbetweenmajorcurrencies.The
MOFeventualyhadtostartpromotingtheliberalizationofdomesticand
foreignfinancethatinternationalizedyen.
Itisthestartedsignsandfactsextremelythatthe‘PlazaAccord’was
establishedin1985inthefouryearsafterbecomingadebtorsincetheUS
recordedtheworld’slargestnetassetvaluein1981over1.4biliondolars.
The‘REAGANOMIX’,whichisthekeytothepolicyoftheFirstReagan
Administration,whichadvocatedthe‘strongUS’intermsofbothmilitary
andeconomicconditions,gotintodysfunction.
The‘REAGANOMIX’wasapolicyaimedatboostingtheeconomy
by simultaneously increasing both the military spending and the
governmentexpenditure,andreducingtaxesatthesametime.TheFRB
tookthestandpointtocontinueagainstinflation.Thedolarinterestrate
soared,theinvestmentfromoverseastotheUSsignificantlyincreasedin
thispolicymixoftheReagangovernmentandtheFRB,andthedolar
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appreciatedinthefirsthalfofthe1980s.Itwasthecriticism that
encounteredfrombothinandouttheUSforthishighinterestrateand
dolarappreciation.TheprotectionistbilsweresubmittedtoCongressas
welasamovementtopressthegovernmenttorectifythedolar
correctioninordertoprotectdomesticindustries［Sakai,2003:46］.
Japanrapidlyincreaseditsassetvaluesinceitturnedintoanet
creditorstatein1982onthecontrary.Someinsistedanopinionthatthe
riseoftheeconomicpowerofJapanandthelackofeconomicpowerof
the US should have been corrected to the levelreflecting the
fundamentalsofbothcountriesintheexchangerate.Specificalyafter
shiftingtothefloatingexchangeratesystem,theUSpolicymakersin
particularrecognizedthatitwaseconomicconditionstojudgethatthe
exchangeratedidnotreachtheexchangelevelsuficientlyreflectingthe
strengthofyen.Highinterestratesmadeitimpossibletorepayahuge
amountofdebt,hencethedolarshouldhavebeenscaleddownbyabout
20%,becauseitwasoverestimated,otherwiseitcouldmakeapossibility
ofthehardlandingsuchasadolarplunge［Sakai,2003:3:51-54］.
The‘PlazaAccord’wasnotaclearintention fortheJapanese
government,butmadeitpassive.TheUSgovernmentwouldletthe
cooperative intervention continue unchecked to resolve the trade
imbalancewithoutconfirmingeventheexchangerate［Sakai,2003:29］.The
Japanesegovernmentwouldhavebeenconsideredthe‘nationalinterest’
forJapaninfutureontheonehand,butifweinterpretitfavorably,
emphasizingJapan’sinternationalcooperation,theconsciousdesirefor
world’sprosperitymightbeafectedonotherhand.
SinceitwasdeclaredthattheUK,WestGermany,andFrancealmost
achievedtheirdevaluationofthecurrencytothedolarinamonthafter
the‘PlazaAccord’,andstoppedinterveningintotheexchangemarket.It
wasthereafteradoptedthatappreciatedthepolicyoflowdolarandhigh
yenbetweenJapanandtheUS.Bothgovernmentsactedinthefuture
underthe‘Japan-UScooperation’withoutconsideringwhatthehowand
whyofthisprocesswouldbe.Japan,asitturnedout,reliedontheUSthat
itisthe‘friendshipinatruemeaning’withoutbeingabletounderstand
therealitythat‘thereexistsnoeternalaliancerelationship’amongthe
worldof‘giveandtake’asitwere.
Therecognitionisindependentoftheprincipleoftheinternational
relationsthatleadstoactiveinterestsinothercountries.Japanchanged
thesystem thathadmadeanimportantcontributiontoeconomic
developmenttocontinuetheexportaslongastryingtomaintainthe
economicsystembasedonexportindustriessincethe‘PlazaAccord’.As
morethanhalfofJapan’stotalexportswerefortheUS,Japanmade
considerationthattheUSjudgedtobethe‘fairdeal’towhichtheUStook
precedence.Otherwise,atthattime,theJapanesegovernmentmight
havehadnochoicebuttorecognizeatthattimethattheeconomic
activitywouldnotbelikelytoholdover［Sakai,2003:70,205］.
TheJapanesegovernmentgradualy accepted in theend,while
hesitating,andresistingthedemandoftheUS.Thisisthesameattitude
asithadaccepteditsrequestgradualyinthesameperiodinthe1980s,
whileresistingJapan’smilitaryroleundertheJapan-USsecuritysystem
withtheUS.
The‘PlazaAccord’wasanattempttoproduceadolardepreciation
thatdidnotusetheterm,weakdolarin‘coordinating’withtheUSonthe
economicproblems(twindeficits)toberesolved.Sothe‘PlazaAccord’
wasonlyacompromise(notusingdevaluation)orabreakthroughthat
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thedevelopedmajorcountriescooperated‘toartificialydevalueand
correctthelocalcurrencyagainstthedolar’.
Itisthe‘PlazaAccord’thattheadoptionof‘revisingthedrastic
exchangerateintervenedbypolicyauthorities’wasunknowntoJapan.
Japan,inresponsetotheUS’srequest,wasunabletodrawapolitical
strategyorafutureimagedependingonwhetherthepreparationwas
insuficientornotrecognized,orboth,andJapancouldnothelpdealing
individualy［Sakai,2003:60］.（̕）
ItwasnecessarytoconsiderthewayofUSinthefolowingpointfrom
thecontextoftheinternationaleconomicsystem andinterdependence
thatchangeddramaticalysincethe‘PlazaAccord’inJapan［Funahashi,1987:
226］.
①Theworld’smonetarysystemhastransformedtheUSdolar,thekey
internationalcurrency,intoa‘currencyofthenegotiablecontrol’dueto
thefluctuationsinthefloatingexchangerates.Eventhoughthedolar
wasdevaluedremarkably,itsdecisionofthevaluewouldbeuptothe
negotiationsamongtheUS,JapanandWestEurope(WestGermanyin
particular).AlthoughBakerbasedit’sthepolicyof‘Accords’on
multilateralismonfirstglance,hetookthestrategyofthebilateralism
(forexampletheUSvs.Japan,andtheUSvs.WestGermany)atthe
time,sohemovedaheadonmoreunilateralisminfact.Andhethenhad
nomindtobeconsideredthemultilateralism.Itthereforeshowedthe
limitofthecurrencysystemof‘PlazaAccord’likeG5(,andG7).Hedid
notthinkaboutthecoordinationwitheconomicalygrowingcountries
ofemergingtheNewIndustrializedCountries(NICs)suchasKorea,
andTaiwanafterthe‘Accord’.
②Bakeraimedforthe‘processvision’,whichassertedthecoordination
onthemacro-economicpolicytosetconcreteindicators.Thatincluded
thesixindicators;thebalanceofpayments,thegrowthrate,thefiscal
balance,theprice,theexchangerate,andthefinancialsituation.When
judgingnotpossibletoputhisideaintoaction,herequesteda
structuralsystemcaledakindof‘fixedexchangeratesystem’orthe
‘TargetZone’.
③TheUSwouldseekanewleadershipimageintheerawhenbeing
changeableintoaglobaleconomy.TheUSspecificalytriedtoplaythe
rolesasaguardianofeconomicfreedom,asaneconomiccooperative
architect,asacatalyst,asanegotiator,andasanagentofinternational
competitiveness.Putanotherway,theUSwasforcedtoceasetobean
absoluteleader,sohetriedtotaketheUS’sinitiativeinarelativesense.
However,inconsideringtherebuildingofBaker’sAmericanleadership,
Japanshouldhavethoughtabouthow toevaluateit.TheJapanese
governmentmighthavemorecarefulconsiderations;thestrategic
capability,thestrategyformation,andthestrategyguidance.Japan
shouldhaveadequatelyrecognizedthefactthattheeconomicinitiativeof
UShadlostyet.CouldtheJapanesegovernmentsupposeonlythe‘zero-
sum’-liketensionofJapantothechalengefrom theUS?Japanshould
haveproposedthesettinguportheinstitutionofanewmonetarysystem
totheUS.HoweverTakeshitawastedapreciousopportunityofthe
coordinatedratereduction,buttheJapanesegovernmentbecamethe
‘petitioning orpetty diplomacy’to the US with the subsequent
appreciationoftheyen.Nakasoneshouldhavecriticizedthenegative
influence in the selfish domestic economic policy ofthe Reagan
government,butcouldnotdenyuptotheexpansiveDefenseBudgetin
the‘REAGANOMIX.HadJapanesegovernmentbeenreadytopropose
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theideasandstrategies,itdidnothaveonlytofolowthelogicoftheUS
［Funahashi,1987:31,206,211,222］.
3.The‘PlazaAccord’ontheHistoricalEvaluation
Iwouldliketothinkaboutthe‘PlazaAccord’fromahistoricalpointof
view.Itwassaidthatthe‘PlazaAccord’inSeptember1985,the
consultationattheTokyoSummitinMay1986whichwasitssuccession,
andthe‘LouvreAccord’inFebruary1987werethehigh-watermarkof
the‘coordination’andthe‘cooperation’ofinternationalmonetarypolicy
aftertheSecondWorldWar,andtheybecameprecedentmodelsforthe
past30years［Bergsten,2016:261］.Theconcernedpartiesofthe‘Plaza
Accord’tried tocoordinatemacro-economicpolicy tosupportand
promotetherealignmentoftheexchangerate［Bergsten,2016:3,9,262-263］.
The‘PlazaAccord’wasanimportanteventinthehistoryandthe
developmentofinternationalcooperation.Thesomeresearchersinthe
USappraisethatitsucceededinachievingalthreeofimmediategoals
［BergstenandGreen,2016:14］.Thefirstwasanattempttorealignthe
exchangeratewhileconsideringthechangeofthesituation.Thesecond
wasanattempttomodifytheglobalimbalanceatthetime.Thatwasthe
‘coordination’of macro-economicpolicy.Thethirdwasanattempt
prepared the efective countermeasures against the protectionist
pressureintheUS,whichposedathreattotheinternationaltrade
systemandtheworldeconomy.Itwastheinstitutionalizationofajoint
managementsystemoftheinternationalmonetarypolicybyG5.
Howeverthereremaineddoubtastowhetherthe‘PlazaAccord’was
sosuccessfulfromtheviewpointofcarryingouttheambitiouspurpose.It
wastheadjustmentandinstitutionalizationofinternationaleconomic
cooperation,andofeconomicpolicybytheUSintentionoftheleading
economicpower.Whatdowenonethelesshavetolearnthis‘lesson’from
theviewthatitmighthavebeen‘successful’toshowthedirectionofthe
progressinthebothfieldsandthelong-termmanagementoftheglobal
economyandworldpolitics?Howwilwecopewelwiththechalengea
negativerelationshipofthesubjectinthefuture?
The‘PlazaAccord’showeda‘lesson’onwhattodointhefutureof
internationaladjustmenttous.Itmeansaprecedentasaguidelinefor
processingeconomicanddomesticandforeignpolicies.Itmaybe
necessarythattheworldhasaninternationalregimelikethe‘Plaza
Accord’whenfacedwithuncertainforecastsfortheimbalancethatthe
disequilibriumincreases,thereactiontothetradepolicy,andbothofthe
globaleconomyandtheworldpolitics.
The‘PlazaAccord’wasararecaseoftheinternationaleconomic
cooperationamongthemajorcountries.Itisthereforethe‘PlazaAccord’
thatmeanthowtotakegovernanceoftheinternationaleconomyandhow
totackleissuesthatrangebeyondtheeconomywereconcreteprecedent
casesinthepresentglobalizedworld.
Wetakecognizancethatitisimportanttostabilizetheexchangerate.
Andthedolarremainsdominantwithoutsecurity.Thenew ‘Plaza
Accord’issaidtostabilizetheinternationaleconomicsystem,and
promotetheglobaleconomicgrowthundertheleadershipoftheUSfor
thetimebeing.
Wecanputforwardaproposalthatthe‘PlazaAccord’summarizes
historicalimportanceintosixintheinternationalfinancialsystemandits
function［Utsumi,2016:45-49］.
FirsttheUStakestheinitiativeatthecurrencyconference,butG5
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countriesincludingJapancooperatedandenforcedindetailfrom the
beginningofdraft.TheUSduringtheso-caledNixonShockin1971
unilateralyannouncedthesuspensionofexchangeofgoldanddolars.
JapanandmajorEuropeancountrieswerenotnotifiedbeforethefact.
Theconcertedpartiesgettinginvolvedthe‘PlazaAccord’talkedin
advancefrom preparationtofinaldecisioninamultilateralmannerin
contrast.
SecondJapansimplygotintotheactpositivelyinsteadofgivinginto
theUS’spressure.TheTreasurySecretaryBakertalkedwiththe
FinanceMinisterTakeshitaontherelationshipbetweendolarandyenin
June1985,andagreedonwhatneedstobedoneabouttheexchangerate.
Thirditwasnotsodramatictopumpanddumptheschemesofthe
foreignexchangeratesbytheG5.TheFinanceMinistersandtheCentral
BankGovernorsinG5whoattendedthe‘PlazaAccord’alowedthe
exchangeratetoreflecteconomicfundamentals.Itwascertainthatthe
ultimatesolutionwouldnotbesolvedonlywiththere-appreciationofyen
anddolartothatend.Itwasthe‘agreement’thatstilhadtoprioritize
the‘coordination’andthe‘cooperation’forthefirsttimeafterthe
internationalfinancialsystemwhichshiftedtothefloatingexchangerate
system.
Fourththemacro-economicpolicyhasbeenthereforeintegratedinto
thestrategyoftheexchangerate.TheG5hadtoadoptbothmacro-
economicpolicycooperationandjointinterventionintheexchange
marketforthepurposetoconvergetheexchangerate.
Fifththe‘PlazaAccord’washandledthetopsecretuntiltheexecution,
andtheconcernedpartiesaimedfordramaticefectsinorderto
maximizetheresultsatthepresentation.ItwassaidthattheG5was
indispensabletopreparefortheglobalmarketforthatpurpose.Although
itwasexpectedthattheG5conferencewouldhavesomesortofthe
dramaticresultssincethen,suchameetingneveroccurredafterthe
‘LouvreAccord’.
Eventhoughboththe‘Accords’couldbeevaluatedasatrial,theyare
notbelikelytobeappraisedthatthebothhadanessentialefectat
presentviewpoint.The‘LouvreAccord’surelypresentedtheambitious
contentratherthanthe‘PlazaAccord’inasense.Theformerintendedto
setupthe‘TargetZone’thatstabilizedtheexchangerate.Howeverthe
detailedandprudentcounselingcouldnotformulateproceduresto
considerinthefutureasaresultinthemacro-economiccooperation.It
wasdificultforJapanatthetimetorecognizethecurrencylevel(adolar
=153yen)indeed.Thatiswhythe‘LouvreAccord’couldnotbekeptlong.
SixththeUSadoptedalong-term perspectiveontheadjustment
process.The US Treasury took the initiative to institutionalize
proceduresforstabilizingtheforeignexchangemarket.Whilethe
Reagangovernmentwasexposedtotheincreasingpressuresofthe
protectionistfromCongress,theyhadtoconsidersomecountermeasures
tocomplywiththeexchangerate.BakerandDarmanaskedforthe
institutionalizationofprocedurestostabilizeforeignexchangerates,and
cooperatedinmacro-economicpolicyfromthatpointaswel.Theyhave
appreciatedthatthe‘PlazaAccord’hadmorethanaone-ofefect,and
hasstartedtoinstitutionalizetheproceduresincethen.
Asdemonstratedabove,countriesthatrelyoninternationaltradehave
becomeincreasinglysensitivetofluctuationsontheexchangemarket.
The‘PlazaAccord’inthissensehasbecomean‘afair’thatmarkedanew
eraininternationalfinancialhistory.Itmayprovethatthereexistsan
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importantmeaningintheinternationalfinancialsystem,likea(goodor
bad)kindofthe‘casestudyanalyses’inthefuturedebateonthestable
exchangerates.Itisdiferentineachpositionhowwewilrealizeit.Some
afirmingthe‘agreement’wilcurrentlythinkabouthowtoexchangethe
ChineseYuanRenminbi.TheChinesegovernmentmightnotobeyits
‘casestudy’.
4.CauseoftheBubbleEconomyanditsImpactonJapan
Asaresultofthepromotion ofyen appreciation by cooperative
interventioninthe‘PlazaAccord’,theyenbecameadepressedeconomy,
andtheJapanesegovernmentcausedtheBOJtomaintainlowinterest
ratepolicyinordertorestoretheeconomysothatJapancouldexpand
the externalimbalance by expanding domestic demand.The
internationalpolicycoordinationdamagedthesoundnessofthedomestic
economyifitsextentandcontentlackedtheconsistencywithother
policies［Ito,2002:189-272］.
TheMOFinitialyassignedthecurrencyadjustmentandthemonetary
policyasastrategyforthe‘PlazaAccord’,adoptedastrategythatmade
thefiscalpolicydiferent,andbuiltupthefactorsforexcessliquidityby
themselves.ThisstrategywasmadepossiblebecausetheJapanese
administrationandtheMOFwereinthe‘superiorpowerrelationships’to
theBOJ,andtheBOJdidnotmaintainindependenceandneutralityto
thegovernmentsinfact,soitreceiveddirectinterventionfrom the
governmentandtheMOFeasily,inasense,sotheBOJcouldnotadhere
tosoundmonetarypolicy.TheFinanceMinisterMiyazawa,forinstance,
stucktothemeasurestoavoidyenappreciationinthepastperiodofthe
higheconomicgrowth,usingthemonetarypolicyasameansofthat.The
GovernorofBOJSumitacontinuedtomaintainalong-termlowinterest
ratepolicyconsideringthatalargemoneysupplyshouldhavebeenin
Japan［Kano,2006:121-13;Ochiai,1994:153,155,162,165］.Thedominantargumentin
Japan,itwasthehigheryenthatJapanhadtoavoid,buttheBOJfailedto
escapefromthegovernment’spolicy［Kojyo,2002:366-367］.
TheFirstReaganadministrationaskedwhethertheappreciationof
yenor/andtheexpansionofdomesticdemandinJapansoastoeliminate
thetradedeficitwithJapan.TheUSacceleratedtheappreciationofthe
yenduetothe‘talk-down’,orverbalintervention,thatJapanwas
insuficienttoexpanddomesticdemand.Thesmalandmedium-sized
enterprisesinJapanstrengthenedpoliticalpressuresthroughpetitionto
avoidtheappreciationofyen.TheUSgovernmentknewwelthatthe
Japanesegovernmentrespondedsensitivelytoit［Kano,2006:23］.
Thenhowdidthe‘PlazaAccord’influencetheJapaneseeconomy?Itis
forJapanaboutthesameasthefixedsystemof1dolar=360yenin1949,
thecolapseoftheBrettonWoodsregimein1971,andthedebacleofthe
SmithsonianAgreementin1973.Itismoreimportantthantheseevents
［Ito.2016:ch.7］.Iwouldliketocheckagainfromseveralstages［Utsumi,2016:
47-48］.
Inthefirststage,itwasimportantthatwastheappreciationofyenand
thedepreciationofdolar.Theexchangerateforyentodolarwashigher
thanitwasforothernon-dolarcurrencies.Howevertheyenrosefrom
240yento120yencomparedadolarin26monthsafterthe‘Plaza
Accord’.Japanese manufacturing industry and economy faced an
unprecedentedchalengeasaresult.Althepolicymeasureswere
mobilizedtorelievetheimpactoftheappreciationofyen,andtryingto
mitigateitsnegativeinfluence.TheFinanceMinisterMiyazawawho
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replacedTakeshitaarguedthatitwaswrongthattheformerMinister
wasinvolvedinthe‘PlazaAccord’withoutdecidingtheceilingagainst
dolar,andaskedG5countriesfornegotiationstore-adjustthehigh-level
yen.Thisledtothe‘LouvreAccord’.
ThesecondstagewasrelatedtoJapanesemanufacturingindustry
afterthe‘PlazaAccord’.Japanesecompaniesmadeefortstorationalize
andtostreamlinemanagementthroughcost-cuttingbysurvivingunder
therapidappreciationofyen.Asaresultofthestrongyen,thisefort,as
welasloweringthecostofimportedrawmaterialsandenergy,would
leadtoacquiringJapaneseindustrialcompetitiveness.Itadditionaly
becameanopportunitytopromotetheoverseasrelocationofJapanese
companies.
Japaneseeconomicpowermaderealgrowthrateover6%from1987to
1990.The‘euphoria’,createdbyakindofthebubbleeconomy,beganto
penetratethebusinesscirclesaccordingtothecorrespondingpolicy
measures.
Thethirdstagewascharacterizedasthe‘assetinflation’ofBubble
Economy.TheBOJhadtocontinueaneasymonetarypolicyinorderto
copewiththeappreciationofyenandthenegativeefectsonit.This
policy,alongwiththe‘euphoricsentiment’ofBubbleEconomy,caused
theassetinflation,whichresultedinserioussocialproblemssincethen.
Inthefourthstage,theBOJasthecentralbankneverthelesstriedto
playaleadingroletocontrolinthesituationoftheassetinflationatthis
time.Ittookoftheoficialdiscountratefrom2.5%to6%in15months
fromMay1980toAugust1990inreversal.Whiletryingtoresolvethe
assetbubbleeconomy,themeasurestemporarilycolapsedtheJapanese
bankingindustriesandbusinesscirclesatthesametime.Itissaidin
Japanthatthisresultedinthebeginningofthe‘lostdecade’andthe
prologueofthe‘preliminarilylostyear’.（10）
ThetradeimbalancebetweenJapanandtheUSwaseventualynot
correctedinessence,regardlessofthesharpappreciationofyenbythe
‘PlazaAccord’.ThehardlinerevisionistsintheUSeventualycondemned
thespecialtiesandheterogeneitiesofJapanesemarketfrom acultural
perspectiveontheonehand,whiletheUSCongressstrengthenedthe
protectionism andthemanagementtradeontheotherhand.The‘US-
JapanStructuralImpedimentsInitiative(SII)’approvedattheJapan-US
SummitbetweenPrimeMinisterUnoandPresidentBushhadstartedin
July1989.TheUSgovernmenthadefectivelytakenthe‘internal
interference’intheJapaneseafairssincethen.
Itwouldbebettertothinkthatthe‘PlazaAccord’notonlysolvedthe
conflictofeconomicrelationsbutalsoinfluencedthecomprehensive
securityoftheUSincludingthenationaldefense,thedomesticandthe
foreignpolitics.TheReaganadministrationcaledfortheBurdon-Sharing
onthemilitarysecurityontheonehand,andinsistedontheeconomic
measuresfortheUSownfinancialsecurityontheotherhand.This
pressingwasfoundintheUS’sstrategyinthe‘PlazaAccord’withinthe
partoftheUSadministration’spushtoJapan［Okabe,1987:76-79］.
OneexpertisepointsoutthattheJapanesegovernmentandpoliticians
wereresponsibletothecauseoftheBubbleEconomythatformedinthe
second1980s.Itwaspoliticians’andoficials’capacitiesthatcouldnot
foreseeaboutthefuturepossibilities［Ito,2002:272］.
NakasonetriedtopromotethesolutionofJapan-USeconomicfriction,
considerationfortheJapan-USsecurityarrangements,andthedomestic
economicstructuralreformthroughtheperformingthe‘PlazaAccord’at
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thesametime.Weunderstandthattherearesignificantimplicationsin
JapanfortheexistenceoftheUSintermsofdefensesecurityandforeign
economy.
TheMOFdecidednottoadoptthefiscalpolicyasmuchaspossible,
insteadofpushingthecurrencyadjustmentandthemonetarypolicyasa
meanstorealizetheissueofcorrectingtheimbalancetothetradewith
theUSimposedonJapanbythe‘PlazaAccord’andexpandingthe
domesticdemandinthenegativefashion.ItisapridethattheMOFcould
controlthemonetarypolicyofBOJinits‘non-determined’strategy.This
is because there is a system ofthe arrangementso-caled the
asymmetricalrelationofthepowerbetweentheCabinet-MOFandthe
BOJ.TheMOFwasinapositiontocreateanetworkforbudgetingrights,
resourcesregulatory rights,theconnection with thepoliticaland
economiccircles,andtotakeadvantageofpoliticalinstitutionsand
strategies［Ito,2002:266］.
ItistheascendantofJapaneseadministrationandMOFtotheBOJ
thatweakenedthe‘independence’and‘neutrality’ofthecentralbank,
whichbecameanobstacletothesoundmonetarypolicytothenational
economy.Thispolicywasthereforelargelyduetothetwodecision-
makers,particularlytheFinanceMinisterMiyazawaandtheGovernorof
BOJSumida.Itcanbesaidthattheywereresponsibletothepolicy
regardingthelong-termlowinterestratepolicythen,andwhichmeans
thatwastheNakasoneCabinetMinisterswhogaveafavorableresponse
andtoleratedit.
Miyazawathoughtthatthelong-term ultra-low interestratepolicy
wouldbedesirablefortheJapanesegovernmentinordertogetbehind
theappreciationofyen.Howeverthereasonwhytheappreciationofyen
wasundesirable wasnotsuficiently examined,and,the political
interventionwasunawarethataharmfulefectwaseventualybrought
aboutunderthefloatingexchangerateregime.
DidMiyazawa,asapoliticiansensitivetotheinterestsofexport
manufacturers,neglecttheproblemof‘excesssupplyofmoney’?Anddid
TakeshitawhoservedastheFinanceMinisterbeforeMiyazawamadea
judgmentaldecisiononthepolicy,theappreciationofyenandthe
depreciationofdolar,basedonthecircumstancesofthetimeforecasting
futuretrends?DidNakasone,whoappointedTakeshitaandMiyazawaas
theFinanceMinisters,inthatsense,determineforjustmaintaininghis
owngovernmentinthe1980s,withoutbeingconsciousofthesituationat
thetime(andsubsequenttrends)?
5.SomeStructuralFactors
Astheoficialdiscountratewasaslowas2.5%inordertorespondtothe
rapidappreciationoftheyenfolowingthe‘PlazaAccord’,thelowrateof
interesthadcontinuedfromJanuary1986toFebruary1987.Therewere
threecharacteristicsofthemonetarypolicymanagementduringthis
period［Okina,2013:151-152］.
Thefirstcharacteristicisthatitwasstronglyboundbytheframework
ofinternational‘policycoordination’of‘PlazaAccord’.Japanhadtostrike
therightbalanceofyenanddolar,reducingthesurplusinthebalanceof
paymentandexpandingdomesticdemandasatopofagenda.
Thesecondcharacteristicisthatthemonetarypolicywasalsoaimedat
curbingtheappreciationofyenintheatmosphereof‘higheryenwasa
nationalhard problem’.TheJapanesegovernmentcuttheoficial
discountsothattheUS would ensuretheimplementation ofthe
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cooperativeinterveninginthemarketintheUS,andstoppedthe‘talk-
down(verbalintervention)’bytheUSgovernmentoficials.
Thethirdcharacteristicisthatthepolicymanagementtoreducethe
surplusofcurrentaccountafected the monetary policy through
expandingdomesticdemand.
Intermsoftheabovefirstandsecondcharacteristics,thereexistfive
criticismsofthe‘PlazaAccord’andthe‘LouvreAccord’［Bergsten,2016:264-
265］.
①Both‘Accords’stucktothecorrectionofexchangeratetoostrongly,
andmadelittlechangewhenputtingthepolicyschemeasthe
conceptionofthebasicstance.Itwasinparticularthecircumstances
thatthe US could notdealwith deficitfinance.The Reagan
administrationprioritizedtheimprovementofdolarrateandthetrade
balanceratherthanthefutureexchangeratesystem.TheUSCongress
in1985definitelyapprovedthe‘Gramm-Rudman-HolingsAct’,soit
decidedtocheckthedeficitinthefuture.Thiscausedanobstacletothe
fiscalpolicyofUSgovernment.
②Both‘Accords’wereonlycausedtotheshockefectonthemarket.
③Therealimpactwasthatthedolar’scorrectionoccurredthrough
themarket.Themarketstoppedoverestimatingdolarbeforethe
‘PlazaAccord’.
④Theimpactofmarketcausedin1987arosefromthediscrepancies
betweentheUSandWestGermany.Theincidentwasinfactlesson
therealeconomicimpact.
Theabove① to④ arethecriticismstothe‘policycoordinationand
cooperation’overthe‘Plaza-LouvreAccords’.Thefolowing⑤ threwof
theresultofthe‘Accords’,andwasacriticismthatshooktheJapan-US
monetaryregimefromthefundamentalissuethatcouldnotbeavoided.
⑤Japanwas‘compeled’forbadpolicychoice,andbroughtfinancial
colapseinthesubsequentthe‘lost20years’.Thiscriticism(orratherin
theformofareprehensiblebehavior)ismorecommonlyseeninJapan,
especialyamongeconomists.
Needlesstosay,thereareobjectionsfromthepolicymakersoftheUS,
especialythoseinvolvedinthepolicymakers,againsttheviewthatthe
‘PlazaAccord’becameadirectcauseofJapan’sBubbleEconomy.
Weknow,asamatterofcourse,theobjectionsfrom thecompany
concernedofUS,thoseinvolvedinthedecision-makingprocess,against
theviewthatthe‘PlazaAccord’becameadirectcauseofJapan’sBubble
Economy［Bergstein,2016:265］.
①Thelowinterestratethatthe‘PlazaAccord’wasthedirectcauseof
Japan’sBubbleEconomywasratheronlystrengtheningitsdegree.It
wasareactiontoexcessivehighinterestratepolicybeforethat.
②Itisassumedthatthe‘LouvreAccord’ledtolowinterestratesin
Japan,butinordertoweakentheinfluenceofyendepreciationcaused
bythe‘PlazaAccord’.TheJapanesegovernmentinducedthefiscal
policyratherthanthemonetarypolicystimulatingthedomestic
demandatthetime.Themisunderstandingofmultiplepolicieswas
carriedoutbythetopoficialsoftheMOFratherthantheBOJ.
③TheturbulencecausedbytheBubbleEconomyinJapanarosenot
thechangeinthemonetarypolicybutratherfromthefailureofthe
fiscalregulation.
④Anotherviewpointsoutthatitwastheattitudeofthecumulative
cycleofJapan’shighexternalcreditswasstronglyswayedonthefiscal
policyinthelatterhalfof1980s.Thebudgetarymeasuresforthat
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purposeweremaintaineduntil1992,andtheeconomywasrecovering
atthetimeoffiscalausterityinthefirsthalfofthe1980s,butthe
measurewastakenin1988afterthe‘PlazaAccord’.Itwasdecidedto
strengthenthesurplus.Thereforeitisaviewthatthefiscalpolicyat
thetimewasnotadirectcauseoftheBubbleEconomy［Herrand
Kazandiska,2010:97］.
IndeedthecolapseofBubbleEconomybroughtdowntherecessionin
Japan.ThatisalessonthattheJapanesegovernmentandthelarge
enterpriseshavebegunbymakingwhatwasunconsciousbecomes
consciousandclearinasensitivemannertotheinternationaleconomic
fluctuationsand rule formationsin anothersense.The Japanese
governmentbegantogetawareoftheroleplayedinthefieldsofthe
economicpolicyandinternationalfinance,whichwouldbenefitJapanand
othercountrieswel［Kojyo,2007:148］.
Itisfrom① to③ thatthepoliticalandeconomicundercurrentsofthe
objectionfromtheUSrealizedasenseofthe‘curtainfal’,theso-caled
‘success’totheappreciationofyenanddolarforawhile,throughthe
‘PlazaAccord’andthe‘LouvreAccord’,butthescenariowasnothingbut
the‘interlude’totheNakasoneadministration.Itisoftenseenthatitis
regardedasaneventinmidstream becauseoftheview of④.These
viewscontinuetodatebacktothehistoricalrelationshipofinternational
economyandfinanceaftertheSecondWorldWar,notwithstandingany
efect,especialyintheUS.A new system ofmultilateraleconomic
adjustmentcaledthe‘PlazaAccord’andthe‘LouvreAccord’werethe
meansandmethodofcurrencyadjustmenttopreventthestateof
disorder,apartfromachievement.SuchafavorableopinionintheUSis
stilasvalidasever.（11）
Chapter7TheJapan-USEconomicRelationsinthe1990s
1.ContinuationandChangeintheUSGovernmentPolicysincethe‘Plaza
Accord’
TheGephardtbilwasoneofthemovesseekingaframeworkof
internationalcooperationtoadjustdolartotheappropriatelevelinorder
toreformthetradeimbalanceinJuly1985.HowevertheUSgovernment
attemptedtorespondwiththesuppressionofremedialmeasuresagainst
thetradedeficitwithJapansoastosecureinitiativefrom theUS
Congressonthetradepolicyandtheexchangeratepolicy.
TheUSadministrationsthoughtthedesirablesystemofthe‘Japan-US
YenandDolarCommittee’systemthatachievedopenmarketinJapan,
startingthe‘Market-OrientedSectorSelectiveTalks(MOSS)’inJanuary
1985ineconomicnegotiatingwithJapan.
TheReaganadministrationannouncedanewtradepolicytoactively
utilizeArticle301oftheTradeAct,whileopposedtoprotectionistbilsin
theUSCongressonthedayfolowingthe‘PlazaAccord’.Bothofthese
policies were carried outin paralelunder the second Reagan
administration.Weshouldbemorenoteworthyonthispoint.
TheReaganadministrationappealedCongresstoapositiveattitude
towardsthetradedeficit,andadoptedapolicytourgeJapantoconcede
withopenmarket.Andthisannouncementofthenewtradepolicywas
regardedasaprospectofbreakingfreefromthe‘chains’ofCongress.
TheUSgovernmentsincethe‘PlazaAccord’continuedtotakethe
dolar’sdepreciationpolicyuntilthefalof1986,whichstoppedpromoting
the weakening ofthe dolardue to inflation concerns.The US
governmentbegantoemphasizetheexpansionofdomesticdemandfrom
theexchangerateadjustmenttoeachcountryafter1986.Thedoctorins
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wasspecificalyinthe‘Miyazawa-BakerAgreement’,the‘LouvreAccord’,
andthe‘ChristmasAgreement’andsoon.SotheUSgovernmentasked
foratrade-ofbetweentheexchangerateandtheexpansionofdomestic
demandinthepolicyofJapansince1986.Thediscountratecutbythe
FBR afterthe‘PlazaAccord’wasacountermeasureagainstthe
appreciationofyenunderthedomesticpoliticalpressureofavoidingthe
yenappreciationinresponsetothesharpappreciationofyensincethe
beginningof1987.
Thenew tradelaw wasestablishedonMarch19,1987.Thiswasa
highlyprotectivelaw,consciousoftheelectionin1988［Obi,1999:22］.The
lawestablishedtofirstlysuggestthatpoliticalpressureprevailsdueto
theconvenienceofeachlegislativeconstituencyratherthanthelogicof
free trade,and secondly mean the domestic politicaleconomic
circumstances rather than the borderless internationaleconomic
cooperationist.Saiddefiantly,thenew tradepolicypackednational
protectionism inlaw.Itscontentwasthusbasedontheassertion
pursuingtheprotectionism.Iwouldliketoorganizetheviewpointsas
folows.
Thefirstprioritizedthebilateralconsultationsbasedonthenewtrade
lawoverinternationalrules.
The second respected the principles ofthe ‘fairness’and the
‘reciprocity’intheAmericanstyle,andrequirestradingpartnersto
maintainthesameleveloflegaldevelopment.
Thethirdexpandedthescopeoftheforeigninvestmentregulation,
monitorforeigninvestmentintheUS,broadentheconceptsofthe
nationalsecurity,andimplementtheforeignbankregulationbythe
financialclauseintheUS.
Thefourthfacilitatedtheretaliationandthesanctionsagainstthe
unfairtradepracticingcountriesthatarecontrarytotheSuper301ofthe
TradeActetc.
Thefifthwastheresearchandthedevelopmentintegratedwiththe
publicandtheprivatesectors,increasingthehigh-techpromotionplan,
theexportpromotion,andthesubsidyoftheunemployment.
Thesixthwastorealizetheindustryfieldssuchasthesoftwareand
theservicesectorsinaworldmarketledbytheUS.
IthasbeenhardandimpossiblefortheUSitselftomaintaintheworld
order.ThecomplementaryroleofJapanisvirtualy‘compeled’fromthe
economicpart(simultaneouslymilitarysecuritypartatthesametime)of
thevariousdemandsfortheinternationalcontributiontoJapan.Itwas
thenewtradestrategyundertheClintonadministrationinthe1990sthat
wasconsolidatedinthe‘NewCommercialLaw’establishedinthelatter
halfofthe1980s［Obi1919:224-212,231］.（12）
ConsideringtheUSbudgetdeficitwasthecostoftheUShegemony
maintenance,theinternationalpolicycoordinationwasonlyarequest
fromthepolicyofsuchaUSglobalstrategy.Thismeansthatwithinthe
systemmakinganadjustmentwithWesterncountriesthatcanobjectto
it,Japanmustcontinuethechalengetotheinitiative(inotherwords,the
conflictovernationalinterests)centeredontheUS［Kano,2006:200］.
ItwassummarizedthattheUShaditsownintentiontocontinueand
changethepolicyaccordingtothesituationoftheUSasfolows［Kojyo,2002:
367］.
FirsttheUSgovernment’sexternaleconomicpolicychangedwiththe
‘PlazaAccord’atthebeginningoftheSecondReaganAdministrationas
thestartingpoint.Ithasformedtheframeworklinkingtheimbalance
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between the exchange rate and the trade balance.The Reagan
administrationtriedtoadjusttheimbalanceinthetradebalanceatthe
exchangeratesincethe‘PlazaAccord’.Atthesametime,afterthe
Reaganadministration,theUSgovernmenttriedtoreformtheJapanese
domesticframeworkfurtherintotheAmericanstyle.
SecondtheUSdomesticpoliticalcircumstancessuchasadivisional
ruleofgovernanceinUSpresidentsandCongresshasbecomeinfluential
toJapanpolicysince1980s.TheReaganadministrationusedthissituation
ofthedividedgovernmenttodrawconcessionsfromJapan.TheJapanese
governmentcametorecognizethatitwasbettertocompromisethe
ReagangovernmentthantoconcedetothepressureofUSCongress(,
whichmeanttostrengthenprotectionism).
ThirdtheUSgovernmenthasfrequentlypressedforthereformofthe
Japan’seconomicstructure.Itistheexamplethatwasnegotiated
betweentheJapanandtheUSinthe‘Accords’oftheyenandthedolar,
theSIIandtheMOSSandsoforth.TheJapanesegovernmenthasalso
recognizedthenecessityofeconomicstructuralreform(forexample,the
so-caled‘MaekawaReport’,folowedbythe‘NewMaekawaReport’)in
ordertocutthesurplusofyenandofcurrentaccount.
FourththeUSgovernmentinsistedonnotonlymakingnochoiceofthe
policiesbytheJapanesegovernmentbutalsobeingrestrictedbythe
partiesavoidingthehighyeninJapanforexpandingtheJapanese
domesticdemand
2.UnresolvedProblems
JapanreachedeconomicalyapowerfulcountryaftertheSecondWorld
War,soJapanhadnochoicebuttodecidethehighyenpolicywiththe
‘PlazaAccord’.WhentheBubbleEconomycolapsedin1990,thetrade
surplusroseagain.JapanafterthatcontinuedtofightagainsttheBubble
Economy including the bad loans,the yen appreciation,and the
subsequentdepression(theHeiseiRecession),andJapanhadtokeep
askingthefuture‘self-portrait’.Thesubstantialappreciationofyen
resultedinreducingtheinterestratetonearlyzeroasa‘painkiler’inthe
domesticeconomybythe‘PlazaAccord’andthe‘LouvreAccord’.Japan
broughton the Bubble Economy thatcaused unpredictable yen
appreciation,andproducedhugeliabilities［RosenbluthandThies,2010:91］.It
designated1990asJapan’sstartingpointoftheso-caled‘lost20years’
afterthecolapseoftheBubbleEconomy.
Japanhasfalenintoalong-term economicstagnationcaledthe‘lost
decade’.Manyfinancialinstitutionswentbankrupt,andalargeamountof
publicfunds(taxes)werethrownintothem.TheJapanesegovernments
have,inaddition,decidedtoincreasethecountry’sdebtduetofiscal
spending.
Asapointtonote,itisalsonecessarytopointouttheproblemsofthe
manufacturingindustryintheUS.Thepolicyofyenappreciationand
dolardepreciationsincethe‘PlazaAccord’eventualyfailedtoimprove
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Table5:EconomicComparisonofMajorCountries(G5)(1981-1991,1992-2001)
1992‐2001（%）1981‐1991（％）
unemployment
rateinflationrate
realgrowth
rate
unemployment
rateinflationrate
realgrowth
rate
3.60.40.92.52.23.9Japan
10.61.62.19.36.12.3France
7.32.11.77.12.72.6Germany
7.72.12.99.86.12.4UK
5.42.73.47.14.73.0US
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thetradebalanceoftheUS.ThemanufacturingindustryintheUS,which
had already declined,could notbe restored only by currency
manipulation.Thedeclineinthecompetitivenessofthemanufacturing
industryduetothehighcurrencyhaslostthecapacityofproduction
itselfratherthantheexchangefactorbecauseoflosingorganizational
capabilitiessuchastechnology,knowledgeandhumanresources.This
trendhadalreadyappearedsincethe1970sintheUS［Shibayama,2021:77］.
Thisisthepointofviewweshouldstilbekeptinmind.Itwasnoteda
viewpointofthe‘YoungReport’,forexample,evenwithintheUS.
Itcannotbedeniedbecauseoftheholowingoutofmanufacturing
industry,the establishmentofinternationaldivision oflabor,and
acceleratingtherapidappreciationofyen.Theappreciationofyen,after
1dolardroppedlowervalueby90yen,hasalsoencouragedthe
internationaldivisionoflaborintheassemblyindustryofelectrical
equipment,automobilesandotherpartsindustries,andotherhighadded
valuedindustries［Ohba,1995:166-171］.
Wehavenotexperiencedthe‘Japan-USEconomicorTradeWar’likein
the1980scurrently.Chinaisrequiredtoopenthefinancialmarketbythe
USinsteadofJapantoday.Statedinadiferentfashion,the‘PlazaAccord’
hassubsequentlyresultedinpromotingthedevelopmentofAsian
economy,inparticularChineseeconomyasanindirectcause,asitturned
out,ChinawilberequestedtoraisetheexchangerateoftheChainese
yuanfrom theUSconnected.TheobjectiveconditionsbetweenJapan
andChinaarebyalmeansdiferent.ForexampleJapanreliesondefense
securityundertheUSnuclearumbrela,butChinapossessesitsown
militarystrength.
The internationalregime is established because each country
recognizesitsowninterestinitsmaintenance.Soacountrywilhaveto
pay high costcontrary to the rule ofinternationalregime,the
‘cooperation’andthe‘coordination’issupposedtobemaintained.
Theregimeshouldregulatethebehaviorofeachcountry,convergeon
theexpectationofothercountriesaboutthebehaviorofacountry,and
enhancethepredictabilityofbehavior.Itisadvantageousfortheown
policymakertodecide.Suchbehaviorisguaranteedtotheregime.The
ruleofregimeisforthebehavioralstandardofeachcountry,whichisthe
interestoftheconcernedcountry［Yamamoto,1980:177-171］.TheJapaninthis
case(theFinanceMinisterMiyazawawhowasthenrepresentativeofthe
Japanesegovernmentatthattime)shouldhavedecidedtoholdsome
countrieswithouttheUSupwithintheinternationalregimeinorderto
complywiththe‘LouvreAccord’in1987［Funahashi,1987:217］.Thatmeasure
wouldhavefulfiledthefunctionofsuppressingtheUSinparticipating
countrieswithintheregime.Whenthisframeworkofregimelost
substance,iteventualyendedupbecomingabilateralrelationship
betweenJapanandtheUS.
Needless to say,the regime may change the interdependent
relationshipsoftargetedissues.Itinherentlyhasthepossibilitytomodify,
change,transform,andcolapsetheruleofthegame.Thetargetareas
thatmustrespond quickly tochangesin reality wilrequirethe
‘management’ofparticipatingcountriesbasedonthe‘coordination’and
the‘cooperation’ofthepolicyratherthanmaintainingtheentireregime
［Yamamoto,1989:174］.
3.EfortsforEconomicSecurityintheUS
TheIndustryCompetitivenessCommittee:‘President’sCommissionon
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IndustrialCompetitiveness(the‘YoungCommittee’)’establishedbythe
ReaganadministrationintheUSsubmittedareportin1985(the‘Young
Report’).This‘report’recommendedthecreation,thepracticalapplication
andtheprotectionofnewtechnologyinordertoimprovetheindustrial
competitivenessoftheUS.
AstrategiccommercepolicywasimplementedintheUS,folowingthe
‘YoungReport’inthe1980s,‘apolicytoimprovetheinfluenceonour
competitivenesstheeconomicsecuritystrategyofindustrialcompetitive
relations’.Itmayhavebeenthoughtthatthe‘MorganReport’wasashort
periodofeconomicstrategy,butthe‘YoungReport’becameaturning
pointfortheUStostrengthenoveralongperiodin1985.Measuresto
strengthencompetitivenesswereproposedasaconsequence.Soto
speak,theReagan administration employed dualforeign economic
strategy.
Itwasthetaskofcreatingtheadvantageinthestrategicindustryby
theUSgovernmentinthe1980s.Thepolicywascarriedoutunderthe
economicsecurity,notwiththeexportcontrol,theexportpromotion,and
theeconomicsanctions,butwiththeexportandimportregulationsor
management.It,sotospeak,wasamercantilistandastrategiccommerce
policy.Therewasanemphasisontheeconomicrelationsintervenedby
thegovernmentasaroleofthestate.Ithasemergedasareversal
phenomenonofeconomyandmilitarytopromoteenhancedmeasuresof
traderelationinparticularfromtheviewpointofthegeo-economicsafter
theColdWar［Urano,2003:38-39］.
WhentheJapan-UStradefrictionturnedapoliticalproblem,itwas
solvedoncethebothgovernmentsofJapanandtheUSintervenedin
friction.TheUSinthe1980schangedtoapolicyofexportingintoopening
upthemarkettoJapan.TheUSCongresspassedonawarningthatif
Japan’spoliticalandeconomicstructurehadnotbeenreformedfromthis
time,itwouldnoteliminatetradeimbalancesandturnitintoapolitical
problem.The‘Market-OrientedSectorSelectiveTalk(MOSS)’startedat
theNakasone-ReaganSummitMeetingin1985wasthefirststeptoward
realizingtheintentionoftheUStoovercometheclosednatureofthe
Japanesemarket.TheUSgovernmentfurthermorerevisedthe‘Japan’s
political,economicandsocialstructures’whichhinderedtheopeningup
themarketfrom theJapan-USstructuraltalksin1989andafter.The
Japan-USstructuraltalkmeantanewphaseinthenegotiationsoftrade.
ItwasaUS-styleapproachtoactivelyseekingmercantilism,thatisthe
‘results-orientednegotiatingstylewith’whichhadtoemphasizetherole
ofthestateinitsperformance.TheJapan-UStradefrictioncametotake
ontheaspectofthe‘system friction’relatedtopolitics,society,and
cultureaswelastheeconomicsystemofJapanandtheUS［Nakamoto,1999:
213-214］.
WhileJapan’s‘freetradepolicy’hadbeenchangedwithacompromise
withthedomesticprotectionistresistance,itistheresultwhichthe
JapanesestyleofithadrespondedtowardstheUSmarketforJapan.
Japanhadtoinsistonitsown‘freetrade’withtheUSbecauseofits
dependenceontheUS.Itwasalsothecauseoftheexcessive‘political
problem’betweenthediferencesinthisviewpointonfreetradebetween
JapanandtheUS.TheJapanesewel-doingintheUSmarketleadsto
prosperityinthirdcountriesotherthantheUS.TheUSmarkethasbeen
indispensabletotheJapaneseexportingbusiness［Ogura,1982:107-109］.
Althoughbothcountriesrespectthemarket,theywerethesameintheir
attitudetoactivelyinterveneandmanagebythenationalgovernments
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becauseoftheirownnationalinterests.Itisdiferentforthecontentsand
theapproachofbothcountriesbyalmeans.
4.TheUS’sManagedTradePolicy
TheUSgovernmenthassoughtthe‘competitionofthesameconditions’.
The US hasdemanded unilateralmarketopening and voluntary
expansionoftheimportsbeyondself-regulationoftheexportsinbilateral
negotiationsforthisreason［Sasaki,1997:133-131］.Thisisthe‘selective
reciprocity’［Tyson,1993］.Although the US argumentincluding the
circumstancesduring thistime defended the free trade,the US
governmentinsistedonbuildingthefoundationandtheconditionforthat,
oracceptingconditionsfavorabletothevariousdomesticcompaniesin
Japan.
ThepurposeofUSistoestablishaframeworkoftraderelationswhile
seekingapoliticalpartnershipbetweenthecountriesthatmanagethe
marketasmeansofadvocatingan‘economicsystemoffreetrade’inthe
US-styleofthe‘managedtrade’.Althoughthisstyleisdiferentfromthe
attitudeofgovernmentagenciestoleadprivateenterpriseslikeJapan,
according to the requestofprivate enterprises (especialy large
companies),thegovernmentsadoptapolicyofproactivelydeveloping
andinstructingthetradesituation.TheUShasadopteda‘mercantilist’
positioninthesensethatitdifersfromJapan.
Thepolicyin‘managedtrade’isacasewherethecountrycontrols
tradebalancetoacertainextent,limitsandcontrolstheimport(e.g.the
self-regulationoftheexport),andforcesacertainimport(theexportof
thehomecountry)totheothercountry(forexamplethevoluntary
expansionoftheimport).Itusualyreferstothecaseofrestrictingimport
oftheformer,but,sincethesecondReaganadministration,ithasturned
intothesettingofthepurchase(numerical)targetliketheguaranteeof
thelattershareandtheactionplan.Itshouldbenotedthatthetypical
exampleswerefoundinthenegotiationsofthethesemiconductor
betweenJapanandtheUSinthe1980s.IntheUS,the‘reciprocity’means
thatthemarketshouldbeopentothesameextentastheUS(thatis,to
conformtotheUS’standards)［Ochiai,1998:215;SeeFuruta,2013b］.
The managed trade has been streamlined and justified the
mercantilism oftheUS-styleunderthepromoting ‘freetrade’by
wrappingsubjectivetermssuchasthe‘reciprocity’andthe‘fairtrade’in
subjects.Whenithasbecomeimportforthehigh-techindustrysincethe
1980s,theUSgovernmentlaunchedthemeasurestoopenupthemarket
andtostrengthencompetitivenessoneafteranotherbyinterveningin
theothercountry.TheUS’stradepolicyhasfinalychangedfrom the
‘pure’freetradetothe‘selectivereciprocity(=theAmericanwayof
mercantilism)’［Nakamoto,1999:Part1Ch.2］.Thisactivemercantilistpolicyor
selectivereciprocityhasbeenhandedoversincethesecondReagan
administration.
Theselectivereciprocityisdefinedasa‘systemnecessaryfornational
economicsecurity’［Sheehan,2005:71］.Thisideainthelate1980shas
strengthenedtheprovisionsoflawsrelatedtothenationalsecurityand
defenseintheUSgovernment’stradepolicyandthelegislationoftheUS
Congress,emphasizingthedefenseproblemalongtheactiontoregulate
thetradeandtheinvestment.Itistypicalexamplesthatwerethetrade
frictionbetweenJapanandtheUSonsemiconductorsinthe1980s.These
kindsoffrictionswerealsolinkedtootherfields(e.g.thedefenseburden).
ItisatonethatisfrequentlyusedbyAmericanhardliners,“Itisthe
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economicunfairnessofJapanthattheUSisdefensingJapaninthe
militarysecurity”.
TheUSgovernmenthadtoconsidertheeconomicsecurityaswelas
itsowndeclineofpowerinadditiontothedefensesecurity.TheUS
governmenttherefore,in1987,pushedhardlinemeansofretaliation
againsttheJapanintheviolatingagreement［Ishikawa,1955:52-53］.
Thereexistsaviewpointrelatedtotheeconomythatappearedthe
securityofmilitaryandpoliticsbeforeandaftertheendofColdWar.Itis
acasewhereitisdescribedasan‘economicagenda’proposedfromageo-
economicstandpoint.Thegovernmentwilusetheeconomiccapacityas
ausefulmeasuretotheforeignpolicyandexerciseofmilitaryforcefor
state.Themilitaryconfrontation,thearmsracecompetition,andthe
militarysecurityweregivenpriorityintheColdWarperiod.Itisso-
caledzero-sum’sdiplomaticview.TheRealistsfacedareductionofthe
militaryexpenses,andaccordinglyshiftedtheemphasispointtothe
economicfieldespecialyaftertheColdWar.Theideaistosubstitutethe
economicfieldforthemilitaryfieldifitissimplydescribedfromthegeo-
economicstandpoint.
S.Huntingtonarguesthatsuperiorityandinferiorityofeconomic
powerwilberankedamongthenationsintheworldwherethemilitary
conflictcan occur［Huntington,1998］.Putanotherway,theeconomic
competitionisregardedasthe‘war’bymeansotherthanthemilitary
means.Japanadoptsthestrategictradepolicybasedontheso-caled
‘economicwar’.Japanhasassumedtheanticipationandthecompetition
betweenJapanandtheUSforthestrategyandthebehavioronactive
standpoint.Itispreferreda‘black-ink(surplus)’balancetoa‘redfigure
(deficit)’fromthemercantilistperspectiveeconomicaly.Becauseitisnot
onlyafectsthedomesticemploymentbutalsoitisatradingnation
wherethestatereliesontheimportsoftherawmaterialsandtheexport
ofthegoods,andtheinvestmentsandfinancesinthemutualrelations.
Suchastatethustendstobevulnerabletoexternalthreats［Sheehan,2005:
71］.
TheRealiststhinkthatthestatemustmeasurethesecurityfrom
itsmilitarystrengthagainstthemilitarypowerofotherstates.And
themercantiliststatewantstominimizethedegreeofdependenceon
the resources and the technology dominated by other states.
Because,accordingtothislogic,ifthedestinyofone’sownstateis
boundbyaneconomicrelationshipwithanothercountry,thestate
compromisesitsindependenceandsecurity.Inthatrespect,theeconomic
interdependenceshouldnotbeheraldedasthestateisunlikelytopredict
thefutureofinternationalrelations.However,suchapolicyitselfis
impossibleintheglobalizedera,sotheyhopetotakethemeasuresto
ensureinitiativeasmuchaspossible.Thenation-statesareparticularly
interestedintheeconomicinterdependenceofglobalmarkets,and
demandandsupply.
Accordingthegeo-economicthinking,thereremainsatendencyfor
tradetopromotezero-sumrelationsandemphasizethefactorsrelatedto
‘threat’oftheirrelativedeclinetoothercountries.Itpromotesthe
economiccompetitionandprotectionthatdependsonthenational
securityintermsofinternationalpolitics［Sheehan,2005:72］.
Theconceptofeconomicsecuritywilalsoberelatedtointernational
politicalrelationsinabroadcontextofsecuritytoanalyzeinthepolitical
contextofdefensesecurity［Sheehan,2005:67］.
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5.‘ManagedTrade’inJapan-USinthePoliticalandEconomicRelations
aftertheColdWar
(1)BackgroundandIssueofJapan-USTradeNegotiations
EveniftheconflictintheeconomicrelationsbetweenJapanandtheUS
occurredduringtheColdWarera,acompromisebetweentheboth
governmentswastriedtofinda‘happymedium’.However,particularlyin
thepost-ColdWar,theglobalstrategyoftheUShaschangeditspolicy
towardsJapan.HoweverJapanhasalsoundergoneachangeinits
economicstructuresincethe1990s,soithasbecomeimpossibletomake
concessionseasilytotheUS.
The‘Japan-USFrameworkTalksonBilateralTrade’hadbeenaforum
fornegotiationstodiscussbroadlytheeconomicissuesbetweenJapan
andtheUSfrom1993.ThediscussionssuchasJapan’scurrentaccount
surplusandthereductionoffinancialandtradedeficitsintheUSwere
negotiatedinthemacro-economicpolicy.TheUSrequestedsettingof
numericaltargetsinthenegotiationsbysector(cars,electronics,machine,
andsemiconductors,etc.).Itwasanunavoidabletaskinordertomanage
thepoliciesinthehomeandabroadfortheClintonadministration.
TheUStradedeficithadincreasedsteadilyto66.7biliondolarsin
1991,84.5biliondolarsin1992,and131biliondolarsin1993.Thehigher
thepeopleconsumedintheUSwithvigor,themoretheimportincreased.
TheUSbudgetdeficitwas269.5biliondolarsin1991,290.3biliondolars
in1992,254.7biliondolarsin1993,and176.1biliondolarsin1999
respectively.HalfofthetradedeficitwasduetotradewithJapan.The
budgetdeficitdrasticalydecreasedduringtheClintonadministration,
butthetradedeficitwasincreasing.TheUSthusnegotiatedseparately
theframeworkofJapan-USconsultationintothemacro-economy,the
sector-economy,andtheglobalcooperationsoastoreduceJapan’s
surplus.
Japanwasrequiredtoshrinkthecurrentaccountsurplus,expand
domesticdemandandopenthemarketonthemacrolevel.TheUSaimed
atreducing the fiscaldeficits,the encouraging savingsand the
internationalcompetition.Theywerethegovernmentprocurement,the
deregulation,theautomobilesandthepartsofthem,theeconomic
harmony,andtheexistingagreementsandpromises.
WhatisimportantissettingthenumericaltargetsforJapan.Thisis
notthefirsttimefortheClintonadministration.Priortothat,the
ReaganadministrationandtheBushadministrationconflictedJapanese
administrationswithregulationsonimportingcars.Itwaslimitedtoless
than1,680,000vehicles,afterthatitwastheregulationthatleftittothe
marketintheReaganera.
NonethelesstheUSwasnotsatisfied.TheUSbroughttoanendthat
both administrationsexpanded bilateralcooperation in addressing
sectoralissues.Thereforethecomprehensiveregulationofalthesectors
inthetheJapan-USstructuraladjustmenttalkswasundertaken,and
aimedtocorrectthetradeimbalancebetweenJapanandtheUSfrom
1998to1999inindividualfields.Itwastonegotiatebetweenthetwo
countriesheldrepeatedly.Itrenewedthe‘Japan-USFrameworkfora
New Economic Partnership’in 1993,and formed the ‘Japan-US
RegulatoryReformandCompetitionPolicyInitiative’,andthenfrom1994
the’Japan-USEconomicHarmonizationInitiative’.Thiswasstrategic
commercepolicyandderegulationacrosssectorsfortheUS.
TheClintonadministrationsetthe‘goal’ineachdomainanditssectoral
deregulations,andmadeaninspectioninthemidterm verification(see
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Table6,7).TheJapaneseadministrationcriticizedthewaysasthe
‘managedtrade’.Thesecuritysystemwasyetnotweakenedbecauseof
theColdWareraineachgovernmentofReaganandBush.Asthe
constraintofColdWarceasedwithintheClintonadministration,the
requestforthe‘structuralreform’toJapanbeganindiverseareassuchas
thediplomacy,thedefense,theeconomics,andthecommercialtrade.
(2)USAfairsafectingtheJapan-USNegotiations
TheunemploymentintheUSwasdiferentfromitinthe1980suntilthe
presidentialelectionin1992.TherewerealotofissuesonhowJapan
defendedtheownnationalinterestsagainsttheUS’srequestuntilthen.
TheUShadenormousmilitaryforcesduetotheColdWar,whichbecame
anobstacletotheUSeconomyontheonehand.TheUSrecognizedthat
JapanhadnothandledthebigburdenontheColdWar,andreceivedthe
economic‘benefits’from theUSontheotherhand.Itwasthehigh
unemploymentrateofthegenerationthatisthecenterofsociety.The
managerwasalsothetargetofitbesidestheunemployedaswelasthe
workers.ItwassaidthattheUSwastiredofcarryingheavyloads,
Wecouldimaginetherecoveryofperformancebetweenthetwo
possibilitiesofeconomicgrowthintheUSandtheUSleadershipinthe
internationalcommunity,butpointedouttheUSinthedisadvantagethat
whetherlong-termeconomicgrowthcouldsecuretheUS’scontinuityor
not.TheUSeconomybroughttheimportantimplicationsnotonlyforthe
economic performance butalso for the action on elections and
countermeasurestoCongresswhenadministratingthepolicies.TheUS（13）
naturalytrendedtochangetheforeignpolicygreatly.TheUSadheredto
the‘managedtrade’policyinthenegotiationsbetweentheUSandJapan,
anddemandedopeningupthemarketinJapan.
TheUShasamightymilitarypowerevenaftertheColdWar,butit
hasbecomeimpossibletostandwithgreatpresenceofmindintheworld
situation.Japandefendedthe‘freetrade’,resistedtheUS-style‘managed
trade’,andinsistedthatitcouldnotaccepttheUS’sdemands.However
Japanhasbeenobligedtobearvariousdiverseissuessuchaspolitics,
diplomacyandmilitaryafairs,aswelaseconomics.Japanhasbeenalso
requiredtocontributenotonlytothenationalinterestbutalsotothe
internationalcommunityincludingtheUS.TherequestoftheUSwil
leadtonotonlythecurrentproblemsolvingforJapanbutalsohowfuture
Japanwilbeinvolvedintheinternationalcommunity［seeSekimoto,1966:Ch.
3］.
ItisnecessarytoconfirmwhethertheUSattitudeoftradenegotiation
shiftedfromthefreetradetothe‘managedtrade’.Wastheideaoffree
tradeabandoned?L.O.Tyson wasthechairperson ofpresident’s
economicadvisorycommitteewithintheClintonadministration.Sheisa
famous‘revisionist’whoaccusedtheJapanesesystem.Sherecognizesthe
freetradeasaneconomicphilosophy,andatthesametimeisalsoa
realistwhodefendsownnationalinterests.Itisaso-caled‘prudent
behaviorist’whoinsiststhatsheprotectshisownnationalinterestbutis
notaprotectivefreetrader.Regardingproblemsthatcannotbesolvedby
multilateralrules,respectingthe‘fairandequal’traderelations,ifit
compromisesit,itisnecessarytousethetradelawwithintheUSto
preventandcompensateforit;inasensethe‘selfishliberalistand
nationalist’［cf.Gourevitch,1986:51］.
Itreflectedaself-oriented,mercantilistwayofthinkingthatprotects
theUSindustry.Tthespecialprotectionpolicyintheforeigncountry
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converselycausedthedamagetotheUSmanufacturers.Itistheefective
Super301thatcountermeasuresagainstit.Sheshouldhavefurthermore
adoptedthe‘selectivereciprocity(i.e.‘thestrategiccommercepolicy’)’,
whichrequiredthemarketopeningtothehomecountryofcompany
insteadofapprovingmarketentrybyforeigncompaniesinbilateral
negotiations,sheclaimed［Tyson,1993］.Herwayofthinkingisalsotheidea
ofpolicymakersandtheCongresswhogivetopprioritytotheUS
nationalinterests.
(3)JapanRemodelingPlanbytheUS
TheUSwasobligedtoloweritsinternationalstatus,duetoitseconomic
recession,especialysincetheendofColdWar.Thetradedependence
riseswiththedecliningeconomicscaleofstate.So,accordingtothe
decline,theUS notonly reconsidered thetradesystem,butalso
unilateralycountermeasuredwiththeconvenientlogicofUSandthe
‘unfairness’ofthepartnercountry［Sasaki,1997:122-123］.
TheUSexperiencedtheunemploymentofthemiddleclassforthefirst
timeduringtherecessionfrom1990to1991aftertheSecondWorldWar.
Thepresidenthadtoadopttheemploymentmeasuresforthemiddle
classwhowereconsciousofvoters.Firstofal,securingemploymentwas
thefirstmission,whichledtotheeliminationoftradefrictionwithJapan.
JapansurpassedSwitzerland,andbecametheworld’sNo.1(33,754
dolars)intermsofGrossDomesticProduct(GDP)in1993.TheUSwas
thesixthplace(24,412dolars)inthosedays.TheUSthoughtthat
cooperationwithJapanwasindispensable,despitemaintainingthefree
tradesystem,independentofJapanwithitsowntechnologicaland
economicstrength.Thatwasthewarrantanddemandforopeningthe
markettoJapan.
TheUScaledforfulresolutionofthepost-warJapan-UStradefriction
from individualconsultations.Itappearedasthevariousrequestsof
reformtoJapanunderthe‘consulting’withtheUSinthe1990s.Thefirst
stagewastheframeworkofthe‘Japan-USStructuralImpediments
Initiative’(SII,1989-1990)inTable6,andthesecondwastheframeworkof
the‘Japan-USFrameworkforaNewEconomicPartnership’(FNEP,1993
to1996)inTable7.TheUScaledforsettingnumericaltargetstobethe
‘objectivestandards’onmarketopeninginthesectoralconsultations.The
agreementsofbothcountrieswereultimatelyreachedsettlementon
priorityareassuchastheinsurance,thegovernmentprocurementgoods,
theautomobiles,andsoforthby1995.
The Hashimoto-Clinton SummitMeeting agreed to setup the
consultingforum ofnewoficelevelonderegulationinJapaninApril
1997.The Clinton administration clarified the strategy aimed at
deregulatingJapan.TheJapan-UScomprehensiveeconomictalks,which
beganin1993,strengthenedthe‘structuralconsultation’whichrequires
thechangeoftheentireJapanesesystem in thesecond Clinton
administration.
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Table6:FrameworkoftheJapan-USSIITalks
ContentsItem
Formulationofa10-yearpublicinvestmentplanwithatotal
amountof430trilionyen.
1.Savingsandinvestment
patterns
ReviewtherevisedlawonreviewoftheLargeScaleRetail
StoreLaw.FacilitationofthedistributionofgoodsintheUS.
2.Distribution
Implementationofderegulationincludingexclusivetrading
practicesbystrengtheningtheantitrustlawandReviewof
afiliate(keiretu-torihiki).
PromotetheentryofUSproductsintotheJapanesemarket.
3.Exclusivetradingofestab-
lishedpractices
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TheeconomicpowersofJapanandtheUStotaledmorethan40%of
theworldeconomyatthetime,andtheshareofthetwocountries
reached nearly 80% among theAsia-PacificEconomicCooperation
(APEC)membercountries.BothJapanandtheUSwereimportantforthe
worldeconomy.WhentherelationshipbetweenJapanandtheUSgot
uptight,theexchangeratefluctuatedthestockmarketoverreacted,and
theglobalfinancialmarketwasupset.
TheJapan-USrelationhadtonaturalyconsiderthecommongoalsand
benefitstobothcountries.ItwasstatedthatJapan,alongwiththeUS,
shouldhavebecomeacountrythatwasfair,impartialandeasyto
understandintheJapan-USglobalpartnership.Itwasnecessaryforthe
drasticmeasuresfortheadministrativereformandderegulationinJapan
forthisreason.ThisshouldhaveledtothedevelopmentoftheJapan-US
Table7:FrameworkoftheJapan-USFNEP
ContentsPolicyand·Cooperation
ReductionsofJapan'scurrentaccountsurplusandUSdeficit1.Macro-economicpolicy
1.GovernmentProcurementComputer·Supercomputer·
Satelite·MedicalTechnology·Telecommunications
2.Deregulation,Competitionpolicy,andTransparentproce-
dures(financialservices,health,anddistribution)
3.Mainsectors:automobiles,partsofautomobile,etc.
4.Economicharmonization:Foreigninvestment,Intelectual
propertyrights,Technologytransfer,andLong-term
businessrelationship
5.Existingagreement:negotiationonJapan-USsturutialre-
form,etc.
2.Policies by sector and
structure
environment,technology,developmentofhumanresources,·
populationproblem,andAIDS
3.Cooperationbasedona
globalperspective
*Meetthesummittwiceayeartochecktheprogresssituation.
Correcting diferences between domestic and overseas
pricesandConsidercoststructureofutilityfeefrominterna-
tionalviewpointandencourageappropriateoptimization.
4.PriceMechanism
relations,andcontributedtotheworldatthesametime.Howeverthe
logicofUSgavetopprioritytoit.
TheUStradelaw,ontheonehand,hasanideaoffreecompetition,
while,ontheotherhand,thetraditiongivesprioritytoprotectionagainst
domesticindustry.The‘faircompetition’intheUSisaconceptthatcan
combinefreetradewithprotectedtradewithoutcontradiction.Thelogic
setstheclosedcharacterofmarketas‘unfair’,correctssuchsituations
andnaturalyconsidersprotectionofindustriesintheUS［Kurokawa,2001］.
TheUSadministrationshavespurredcriticismoftheclosedcharacterof
Japan.
Somestatesthataredirectlyinterestedinspecificissueswiloftenuse
thevariousinformalarrangements.Thearrangementleadstothe
formationofregime.Itismadeupofaseriesofproceduresand
substantialrulesnegotiatedbetweenthepartiesinordertoregulatethe
relationsofpartieswithinthescopeofissue.Theregimedifersinits
formality,scopeandefectfromthe‘coordination’andthe‘cooperation’.If
theregimeexpandsandcontinuestowardthemutualrelations,the
internationalrelationswilconstituteamorecomprehensivestructure,
whichwilcrossthestatesandform amorecloselyinternational
community.Theefectsmaypreventsomepotentialconflictsarisingin
competingrelationsamongcountries［Craig/George,1997:Epilogue］.
Chapter8MultilayerofSecurities
1.ChangesinJapan’sDefensePolicyin1980s
TheUSdissatisfiedthattheWesternEuropeancountriesandJapandid
notsuficientlyrespondtothedemandsofBurdenSharingsofarmsand
aids,andtheopeningofmarkets,andnotcooperativeinadjusting
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exchangeratessince1970s.TheBrettonWoodsregimeproceededprior
totheendofColdWarinUSdiplomacy.Theendofformeroccurredin
theeconomicdevelopmentoftheWesternEuropeancountriesandJapan
in internationaleconomicrelations.Itwasironicaly theeconomic
developmentoftheWesternaliesthaterodedthePax-Americanainthe
internationaleconomy.TheUSbegantofeelthatthealiesconstrained
policyprioritiesforowncountry［Yamamoto,1983:22］.
Itwasafter1970sthatthevariousfactorsforpromotingglobalized
economycenteringonfinanceemerge.Thefactorshaverevealedthatthe
internationalfinancialsystemwouldberemarkablyvolatile［Sakai,2003:43-
45］.
Thesecurityshouldtakeintoaccounttheefectsoftheinternational
politicsandeconomics,andinternationalrelations.Anditmustbe
consideredthatweshouldgivetohow theideaofhomedefenseis
supportedbyalies,howitispositionedintherelationtointernational
organizations,andhow itisafectedbychangesintheinternational
situation.Theconceptofsecurityhasturnedintoaqualitativechange
sincethe1980s.Thedefenseinitiativecannotbedecidedonlybyitsown
country.Japan’sdefense(power)policyhasbeenforcedtochangesince
thechangetotheinternationalenvironmentofthe‘NewColdWar’inthe
1980s.
The Japan-US Security Treaty was important for economic
reconstructionandgrowthinthepostwarJapan.TheJapan-USsecurity
arrangementsinthebackgroundofColdWar,meantthe‘breakwaters’
thattheJapanesearchipelagohadpreventedmakinggreaterinroadsin
themilitarypowerofSovietUniontothePacificOceanofChina,andfrom
thegeo-politicalpointofviewtheUSmilitaryforsecurity,aseconomic
conflictshaveincreased,itwasveryimportantnotonlyinthemilitaryof
JapanandtheUSbutalsointheeconomicrelationship［Sakai,2003:43］.
The ‘Japan-US Defense Cooperation Guidelines’(so-caled the
‘Guidelines’)wasagreed,whichprovidedtheconcreteguidelinesfor
defensecooperationamongJapaneseandUSdefenseoficialsinJanuary
1978.TheJapanSelf-DefenseForceofJapanandtheUSForceinJapan,
soastoefectivelymanageandoperatetheJapan-USSecurityTreaty,
haveformulatedanddecidedthecooperativesystemsandjointplans,
suchasthestrategy,theinformation,thelogisticsupport,etc.［Furuta,2018:
Part3,4］.
TheJapan-UScooperationhasfurtherclarifiedthenatureofmilitary
aliancewiththeJapan-USsecurityarrangements.Japanhadtorespond
tothedemandofthe‘BurdonSharing(responsiblesharingofdefense’to
theUS).
TheJapan-USSummitMeetingwasheldattheOttawaSummitinJuly
1981.TheUSadministrationcomplainedthecumulativetradedeficitwith
JapanandtheclosingnatureoftheJapanesemarkettoJapan’sslow
policy-makingprocessinadditiontothe‘freeridingofthedefense’.The
USandtheWestEuropeancountries,whichsuferedfrom economic
depressionandmassunemploymentthen,demandedtoJapan,too.The
Suzukiadministrationmovedinactionofthevoluntaryrestrictionsof
exportedcarstoUSbeforetheSummit,folowedbymarketopening
measuressuch aslowering tarifs,easing importrestrictionsand
improvinginspectionprocedures.ItappearedthatJapanwascriticized
andrequiredtheownexportcompetitivenesstobeassociatedwithless
defensiveburden,anddemandsformarketopeningandtradeimbalance
toberesolved.
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TheReaganadministrationconfirmedthatthebasicframeworkof
Japan-USrelationswastheJapan-USSecurityTreatyduringthisperiod,
andinvokedtheNationalSecurityDecisionDirective(NSDD62)onthe
Japan-theUSrelationship.IturgedJapantobeequivalenttothealiesof
theNorthAtlanticTreatyOrganization(NATO),toexpanditscapacity
toplayaroleindefenseoftheseahighlanesofcountryandthe
surroundingairandoceanareaof1,000nauticalmiles,toseekthemarket
openingontheeconomicdemand,andtotreatthedomestictreatmentfor
USfinancialinstitutionsandsoon,butsoughtJapanforconsiderationin
securityanddiplomacy,andthepursuitofeconomictargets［Kano,2006:
156］.
The Reagan administration in the 1980s (and the Thatcher
administrationintheUK,too)alsomadethemilitarysecuritypolitical
aims.Theyshowedthecomprehensivedimensionofnation-widesecurity
beyondthemilitaryarea.Thenationalsecurityhadtoincorporate
economicfactors.Themilitary security isbased on an economic
foundation.Needlesstosay,becausetheLDPadministrationinJapanhad
apriorityoftheeconomicdimension,ittriedtodefinethesecurityofits
owncountry,whilekeepingacompromisewiththeconservativehard-
linerswhodemandedtostrengthentheself-defensecapabilitywitha
unique approach［Calder,1988:412］.The US governmentmanifested
dissatisfactiontotheJapaneselogic.
TheJapan’sdefensebudgetexceeded1%ofGNPin1987.Howeverthe
defenseexpenditurepercapitawastentimesofitintheNakasone
administrationascomparedwithitoftheReaganadministrationthen.
Japan’seconomicscalerapidlyexpandedinthe1980s,butstilitwasthe
eighthoftheworldintermsofdefensespending.Thisfigurewas
evaluatedlowbytheUSadministration,whichwassaidtobethetotal
amountoftransactionsintheJapaneseicecreamindustryorpachinko
industry.
TheappreciationofyenpromotedtheexpansionofJapan’sdefense
beforethe‘PlazaAccord’in1985,butsincetherealignmentofexchange
ratewaspracticaly ayen-denominated defensecost,thedefense
capabilitiesofUSwerealmostregardedasbeingdependentontheUS.
TheUSvoicedowndispleasure,andcriticizedwhyitwasacceptedupto
sucheconomicunfairness,seeingfromtheUS.（14）
2.ViewpointofComprehensiveSecurity
HowshouldwerecognizetheJapan-USrelationsfromacomprehensive
perspective?WhatdidtheUSconsidertherelationshipsbetweenJapan
andtheUSafter1980［cf.Elowtz,1992:180-181］.TheJapan-USeconomic
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Table8:ComparisonofDefenseExpenditureofmajorWesternCountries(1984)
DefenseatGNPratio(%)WiththeNationalBudgetPercentage(%)
PercapitaDefense
Expenses(Yen)Country
7.229.2234,000USA
4.327.9115,000WestGermany
5.111.9108,000UK
4.117.5102,000France
2.65.639,000Italy
0.995.222,000Japan
Source,Calder,1988:412
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relationhadgradualycomeunderstrain,andsincethefirsthalfofthe
1980s,themajorityofcitizens,CongressandindustriesintheUSdeclared
Japanasanunfairpartner.Thatrecognitionappearedinthefactthat
Japanesecompanieswereabletoseltheautomobiles,thecomputers,the
electronicdevicesandsoonintheUSmarketseparately,whilefeeling
thatUSproductsweretotalyexcludedfromtheJapanesemarket.Itwas
basedonthefactthatitappearedasafigureintradeimbalance.Thisis
notlimitedtotheeconomicfrictionbutthemilitarysecurity.Japanwas
abletokeepgoingongivingprioritytoeconomicactivitiesbecauseofthe
USnuclearumbrelathattheUScouldkeepJapansafe.Thatwaymeant
the‘freerider’andthe‘onecountrypacifism’withthecommercialy-
mindedattitude.ItemergedfromtheUScitizenthat“itshouldtakeover
acorrespondingburden”.Itisatonethat“Japanistheunfaircountryjust
likeswithanythingelse”.
Thehard-linersorbashersofJapan-bashingdemandedaprotectionist
policytowardsJapantotheUSgovernment.Itincludedtheautomobile
exportlimitstoJapanandastrictlymandatedregulation.Japanese
governmentoficialsandbusinessownersthoughtthatsuchamove
wouldharmtherelationshipwiththeUS,andthatthetruereasonsfor
tradeimbalancecouldnotbeexplainedonlyinnumericaltermsinimport
and export.They madearebuttalstatements;e.g.thedeclineof
wilingnesstopurchaseintheUSeconomy(product)amongJapanese
citizens,thehighlevelqualificationofJapaneseworkers’viewoflabor,
thehighsavingsrate,moreeficientandhighqualityinindustrial
productionmadeinJapan,etc.
ThecriticstoJapanbyprotectionistsintheUSneverthelesshadno
choicebuttoconsiderinfluenceinJapan.TheJapaneseleadersmightask
fortheremovalofUSmilitarybaseinJapan,forexamplebecauseofthe
‘Kenbei’,whichresentedtheUS’controlofJapan,andmightaleviate
Japan’sfinancialburdensforthecostmaintainingtheUStroopinJapan.
IfJapan weretobenuclear-armed,itwould bring moreserious
internationalandmilitaryproblemsintheUS.
SomegroupsstilaimthepotentialmilitarypowerinJapan.Because
theJapaneseeconomyandinvestmentcreateandsecurejobsforthe
Americanworkers,theprotectistswithintheUSmightratherhurtthe
USeconomy.TheUSeconomystabilizesbyrelyingontheforeign
capitals.So,bothJapanandtheUSaredependentoneachother.The
leadersofJapanandtheUSshouldremind,inconclusion,thefactthat
theyneedeachotherinnotonlyeconomybutalsointernationalpolitics
anddefense.
Japanhasbecomemoreemphasisoneconomythanpoliticsand
militaryinrelationtotheworldsincethe1960s.TheefortsinJapancame
tobeapprovedbyeconomicpowersandtheworldinthe1980s.The
Japan-USsecuritysystem symbolizedbythe‘umbrelaofthenuclear
weapon’intheUSsuggestedJapan’sleaderstotangleoftheJapan-US
relationsotherthanthesecurity,anditwastoavoidandovercomethe
conflictsrelatedpoliticsinJapan［Anderson,1996:206］.
Consideringthemilitarysecurity,evenifJapanhastheSelf-Defense
Force,itcannotfighttheaggressorswithoutthesupportofUSArmyin
Japan.TheUS,viewedfromtheoppositeside,isunlikelytodeployUS
forcesinEastAsiawithoutJapan’slogisticsupport.IftheUScontinues
itsglobalstrategyasitis,itisunlikelytoabandonitsrelationshipwith
Japan.ItisimpossibletoabandonafriendlyrelationshipwithJapanfor
theUS,becauseitisameasureof‘idealized’strategythatthemaintroops
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wilbefrom themainland,andthesupplieswilbeprovidednearthe
front-line base in case ofemergency.Itabandonsthe Japan-US
relationshipthatwouldnotonlyendangertheUSforcesinKorea,butalso
reducethemilitaryinfluenceonTaiwan,andsignificantlyafectthe
impactonEastAsia.Putanotherway,copingwiththepotentialsof
politics,military,andeconomythatChinahaswilrisedramaticaly［Sakai,
2003:27］.
TheUShastheworld’sstrongestmilitarypowerandworld’slargest
debtorcountry.ItisthereasonthattheUSthatmakesahugebudget
deficitcanmaintainthepositionofamilitarypowerbecausethedolaris
thekeycurrency.Theworld’sdolardependenceregimehasnotbeen
goingtoshakeyet.
ItisoferedcommentarythattheJapan-USrelationsaretheSDI
relationsuntiltheendoftheColdWar.Sisthe‘saving’andthe‘security’,
Disthe‘deficit’andthe‘defense’,andIisthe‘interdependency’ofboth
countries(seeTable9)［Ohba,1995:186-198］.
IthasbeenexplainedtobeamaincauseoftheUSbudgetdeficitthat
wasthedefenseexpenditure,inwhichitsmilitaryexpenditurewasaso-
caled ‘nuclearumbrela’thatguaranteed Japan’ssafety underthe
agreementofJapan-USsecuritytreaty.TheJapan-USrelationswere
establishedinJapanwiththetwoS(theexcessSavingsanddefensive
Security),andtheUSwasinarelationshipestablishedbytwoD(financial
andtradeDeficitandDefenseexpenditure).Thisrelationshipwastypical
inthe1980s.Japan’stradesurpluscoveredtheUScurrentaccountand
fiscaldeficit(the‘twin deficit’).Moreover,I(military,politicaland
economicrelationshipsofInterdependence)betweenJapanandtheUS
strengthenedontheonehand,accordingtotheprogressoftheglobal
economy,thepartitionofborderhasbeenbecomingmeaninglessandon
theotherhand［Ohba,1995:188］.
However,ininternationalpolitics,thereexistsagapwiththepolitical
andtheeconomicrelationshipthateasilyovercomestheborders,whichis
thegeographicalconceptofsovereignstate,butwhichmustbebridged.
Oneattemptisthepolicycoordinationandcooperation.Itcanbe
regardedasmaintainingapolicycooperativerelationshipthatguarantees
aregimeorganizingmulti-disciplinaryservicebetweenJapanandtheUS,
apartfromwhetheritcanbestatedonlyforbilateralcoverage.TheUS
governmentwouldintendtomaintaintheinternationalprestige.Itthusis
dificultfortheUStoreducethetwodeficits(financialandtradeDeficit
andDefenseexpenditure)［Ohba,1955:189;seeNakakita,2001］.
AslongastheSDIrelationshiphascontinuedbetweenJapanandthe
US,thecompositionoffinancingsucha‘twindeficit’withJapanese
surplushasnotchanged.TheUShasdemandedtheburdentobe
defendedbythe‘nuclearumbrela’forthepurposeofJapan’ssecurity.
Regardlessofwhetherthealignmentofdolarandyenwascorrected,the
Japanesebusinesscircledemandedthegovernmenttoexpandthefiscal
expenditureandcutinterestrates,mainlyonthepublicworksprojects.
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Table9:RelationshipofSDI
Japan
S(Savings) ← → S(Security)
↓ ↑ ↓ ↓ ↑ ↑
I(Interdependence)
↓ ↑ ↓ ↓ ↑ ↑
D(Deficit) ← → D(Defense)
USA
Source,Ohba,1995:188
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Theexchangeratehasbeenreflectingthissituation.
Therefore,therolesofJapancamefromtheagreementbetweenthe
requestsoftheUSgovernmentandtheJapanesebusinesscirclesevenin
the‘PlazaAccord’,evenundertheappreciationofyen,eveninthecaseof
theemergentappreciationofyenandeconomicmeasurestoit.We
recognize,needlesstosay,thediferencesofthecircumstance.TheUS
administrationemphasizedtheJapan’scurrentaccountandreductionof
thesurplus,butJapaneseadministrationmadeitaprioritypolicytothe
UStocorrectyenappreciationthrougheconomicrecoveryandsurplus.
ThebilateralpolicycoordinationbetweenJapanandtheUSwerein
realitythatthetwocountriesweretheworld’slargestcreditorcountry
andthelargestdebtorcountryinthecompositingtheSDI.Howeverthe
policycoordinationcombinedtheUShegemonyandJapan’sfinancial
strengthwithaburdensharingandtheexpandingdomesticdemand.
Ifthe‘PlazaAccord’hadbeensuccessful,thepolicycoordinationwould
bemorelikelytobetreatedlikea‘panacea’.Howeveritshouldbenoted
thatcoordinationdoesnotnecessarilyapplytoeverything.Thepolicy
cooperationsurelyshowedthistrendattheTokyoSummitin1986.The
G7wasbornasaforum tonegotiatepolicycoordination,suchas
stabilizingtheexchangerate,sustainingtheeconomicgrowth,correcting
theimbalanceofcurrentaccount,andsuppressingtheinflation.Itis
certainthatpolicycoordinationislikelytofilthegapbetweenthe
borderlessglobaleconomy,andthesovereignstateisestablishedonthe
border.Howevertherequestforpolicycoordinationforcedanexcessive
burdenoncountrieswithgoodeconomicconditions［Ohba,1995:191］.
Iftheexchangeratewasdeterminedonlybytheimbalanceinthe
trade,andiftheimportsincreasedduetotheexpansionofdomestic
demand,theyenappreciationwouldhavebeencorrected.Theexchange
rateisnotbasedsolelyontradetransactionsinfact.Currently,duetothe
developmentoftheeconomicglobalization,thefundsexceedingthe
settlementamountoftheexportandimportrunaroundtheworld.The
dynamicsofinternationalpoliticshasthereforeprojectedbothsidesof
lightandshadowontheinternationaleconomy.
Itleadstotheappreciationofyenthattheeconomicrecoveryresults
from theexpansionofdomesticdemand.Ifthegrowthrateriseswith
efortstoexpanddomesticdemand,theinflationforecastwilincrease
withthat,andtheinterestratewilrise.Itcausesoccurringanew
investment.Iftheeconomicsituationisreflectedatthattime,thepolicy
coordination wil succeed［Ohba,1995:197-198］.And then it is an
indispensabletoadjustbythepolitics.
Itisanotherattempttobridgethegapbetweeneconomyandpolitics
thatistomovetheregionalintegrationtolowerthebarrierstothetrade
transactions.Iftheregionalintegrationandtheformationofaregional
economiczoneareadvancedbythefreetradeagreementsandthe
customsunion,thebarrierstointra-regionaltransactionswilbelow,but
wemustalsobearinmindthatitwilriseoutsidetheregion.
Anenvironmentgoingagainstthefreetradewilbeformedinthe
meantime,butiftheregionalintegrationandtheinternationalregimeare
aimingfora‘singleworld’ortheformationofaninternationaleconomic
regime,thesedisadvantageswilbeovercomeanyway.Theregional
integration and the regionaleconomic bloc,which isa kind of
internationalregimesuchastheEuropeanUnion(EU),theNorth
AmericanFreeTradeAgreement(NAFTA)andtheASEANFreeTrade
Agreement(AFTA),maybeaprocesstoa‘singleworld’.
208――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――209
Howeveritisnecessarytoinvestigatewhetheritisgoodforthe
economicsecurity,andpoliticalyininternationalpoliticsestablishedby
thecooperationamongsovereignstates.Itbecomesarulebyahegemon
countryintheregime,trivializestheproblemamongtwocountries,andit
isalsonecessarytoconsiderthatthepossibilityofgettinginvolvedinthe
disputegrowingintensebecausethebattleofsovereignstatesinsideor
outsidetheregimeiswithintheregime.
3.PerspectivefromMilitarySecurity
TheBurdonSharingmeansacorrespondingrolesharingamongalies
duetothejointdefenseandtheinternationalorder.WhiletheNorth
AtlanticTreatyOrganization(NATO)membercountriesspentasmuch
as3%to5%ofthegrossnationalproductiveasthedefenseexpenditure
inthelatterpartofthe1970s,Japanwasspendingonlyabout1%,sothe
USCongresstriedtoejectthe‘freerider’fromtheUS’securitysystem,
andtheUSgovernmentrequestedJapantosuper-hardenthedefense
capabilityandincreasethedefenseexpenses.
TheReaganadministrationbeganrequestingconcretedemands;such
as①costburdenforstationingtheUSforcesinJapan,②clarifyingthe
defensemissionandroletobeperformedbyJapan,③carryingoutthe
Japan-USdefensetechnicalcooperation,and④increasingtheforeign
aids.TheSuzuki-Reagan’sSummitMeetinginMay1981wasimportant
forJapan’sdefensepolicy.Japanesegovernmentpromisedtosharethe
roleofcounter-strategytotheSovietUnionasamemberoftheWestat
thistalk.Itwasincreasingtheexpensesonlyinthedefenseandeconomic
cooperation,which are demandsforthe response from the US,
exceptionalycontinuedtogrowdespitethefactthatfiscalreconstruction
inJapanwasanurgenttaskinthe1980s［Sakai,1988:Ch.5,Ch.7］.
The‘selectivedeterrence’inthereportofthe‘USIntegratedLong-
Term StrategyCommittee’establishedinthefalof1986byReagan
suggeststhatbecausethefinancialconstraints,theUSrequestthealies
toassumetheburdencostinJanuary1988.Itwaspointedoutthatitwas
possibletogetamilitarypowerbytheeconomicsuperpowerofJapanto
thecontrary.ThiswasaconcernfortheJapanesemilitarypower,and
wasaqualitativechangeindemandtoJapanatthesametime［Sakai,1999:
229-230］.ItisonewayofdealingwithJapanthatistheso-caled‘binno
fete(capofbottle)’whichplacedJapanunderthedirectionoftheUS.
ItwasessentialfortheBurdonSharingthattheUSmaintainedthe
‘PaxAmericana’andexpandeditscontrolzone,facingarelativedecline
initsowneconomyandpushingafinancialandhumancomplementary
roletothealies.Itapparentlyalignedwiththemajorcountriesconsisted
ofthe‘PaxConsortis’,andstandinunitywiththeUS.Itcouldbe
rephrasedasthefactthatitwasinsecuringafterthemanneroftheUS’s
‘Lebensraum (life room)’based on the Burdon Sharing.Thiswas
consistentwith policy coordination notonly on the military and
internationalpoliticalfieldbutalsoontheglobaleconomy［Sakai,1991:277］.
The internationalpublic goods are terms that represent the
internationalfreetraderegimes,theinternationalsecurity,thestabilityof
internationalpolitics,andtheinternationaleconomicassistance,etc.The
internationalcooperationofeconomicpolicyisincludedininternational
publicgoodscontributingtothestabilityofinternationalsystem.Itisalso,
forexample,thattheUSmilitaryexpensesinJapanandtheactionin
unionofJapan-USfunding(e.g.thefinancialassistfortheGulfWar)area
kindof‘internationalgoods,morespecificalyacountry’sexpenditure
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buildsthecapacitynecessarytoaninternationalrelationship,sharable
goodsforthesomecountriesintheworld［Sakai,191:299］.
Thesubstantialamountsofinternationalpublicgoodshavebeen,in
practice,suppliedbyhegemoncountriesinhistory.Thestabilityof
internationaleconomysimplydistributestheprofit(evenly)tonotonlya
hegemoncountrybutalsoal(ormajorityof)countries.Theinternational
regimeitselfnotonlyisthepublicgoodsbutalsocontributestothe
internationalinterdependenceinvariousforms.Bothofparticipatingand
non-participatingcountriesshouldeventualybenefitfrom it［Yamamoto,
1989:Ch.5］.Needlesstosay,thereremainsalimittothat.Ifthe
internationalpublicgoodsarenotburdenedwithcosts,andtakethe‘free
ride’consuminggoods,thereexistsadilemmathattheycannotreceive
supplies,whethertheburdenisa‘subjective’judgmentappropriatedin
returnisoftencausesthefrictionsandconflictamongnationsratherthan
that.
Itisasmuchastheinterestsoftheirowncountryandinthecaseofthe
disadvantagewhetherthehegemoncountrysuppliestheinternational
publicgoods,theincentiveof supplyinpublicgoodsbyhegemon
countriesislost,becauseofthesupplyshortageofinternationalpublic
goodsbringconfusionanddisordertotheinternationalcommunity.
Theinternationalregimeindicatestheframework and rulesfor
regulatingtheexternalbehaviorsofstatesandrelationsbetweenthem.
Wecanassumetwopossibilities,iftheriseandfalofhegemoncountry
withintheregimeholdsthefateofstabilizingandmaintainingthe
internationalsystem［Sakai,191:240-241］.
Firstifahegemoncountryhasthepowerandwilnesstoenforcethe
rulestotheothers,itwilalowthemaintenanceofregime.Secondthe
regimedoesnotcausetheentireareatomalfunctionwiththeintention
andcapabilitytomaintainwiththecooperationofparticipatingcountries,
ifahegemoncountrydeclinesafterhavingbeenconstructedmechanism
tofunctions.Thelattercasewilbepresumablyaplacewherewecan
expectstabilityoftheinternationalcommunity.
Thesetwoperspectivesmaybediferentintermsofthehegemon
countrythatsupportstheregime,ortheunityofparticipatingcountries
intheexistingregime.Itcannotsimplybedivisible.Itisnotnecessarily
to make an either-or choice actualy,because it depends on
circumstancesandthebackgroundsofeachcountry.
IthasbeenexplainedthatJapanhasenjoyedthebenefitsfrom
internationalsystemswithoutpayingmuchcostburdenunderthe‘Pax
Americana’.JapanhasbeenrequestedtheBurdonSharingfromtheUS
thatJapanwasthelargestbeneficiary,althoughitwasnotburdeningthe
responsibilitysince1980s.
Theinternationalcommunityismadeupofnation-stateswiththe
diferentnationalinterestsandcultures.Evenifitisestablishedas‘public
goods’,therearecaseswhereitisnotalwayspositive.TheUSdolaris
thekeycurrencyanditpushesthenatureof‘privategoods’forward
whenusedtocoverdeficitsinitshomecountry.Whilelocatinginthe
centerof‘publicgoods’necessary formaintaining theown global
leadership,theUSintendstobringthevariouscosttothealiesofWest
Europeancountries,Japan,etc.The‘publicgoods’inthiscaseisa
contributiontomilitarysecurityfromthestandpointoftheWesternside,
maintaining an economic framework and the dolar structure of
internationalkeycurrency.Itistherequirementthatthepartofburden
oftheUStakeoveronJapanthatisalsopartofthe‘PaxConsortis’
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termedtheUS’srequesttoJapantheBurdonSharing.Thislineis
furthermoreseenasanextensionofthe‘PaxAmericanaⅡ’.TheUS
wouldcontinuetosupplythepublicgoodstostabilizebynuclear
deterrenceessentialformaintainingleadershiptoJapan(andWestern
alies)evenattheexpenseofothergoods.Itisnecessarilyinvolvedwith
theeconomythattheUSdeterredthecommunistzonefordecades.And
wehavenocurrencytosubstitutefordolarforthetimebeing,sothe
US’saliesshoulddependonUSleadershipeconomicaly(andeven
internationalpolitics)［Sakai,1991:243-253］.
TheUShasledtheresponsibilityofrectifyingtheexternalimbalance
with coordination and cooperation in the economic policy while
fundamentalymaintainingandmanagingitsmacropolicyandeconomic
structure.ThecooperationhasbeenforcedtheJapanesegovernments
forthecoordinationandthecooperationwiththeUS［Sakai,1999:25］.
Itistheinternationalcooperationinexchangeratepolicyandinterest
ratepolicythatafectstheJapaneseeconomyandpeople’slives.Japan
hadgivenprioritytoexternalcooperationonthesecurityandeconomic
relationssincethe‘PlazaAccord’inSeptember1985,sowasforcedto
increasethepublicworksexpensesandreducetaxwiththe‘Louvre
Accord’.JapanmadeapromisetoexpandthedomesticdemandtotheUS
forthenext10years.Japanwasputonrecordeventoreform the
economicstructureinthestructuralconsultationofthe1990s(seeCh.7in
thispaper).Japan aggressively needed strengthening measuresto
complementthepolicyanditsconsistencyadoptedbytheUS［Sakai,1999:
255-256］.
Thedestabilizationof‘PaxAmericana’wouldbeunabletomaintain
withouttakingchargecostsoftheBurdonSharingsoastomaintainthe
internationalordercomplementedbyJapan(andWestEuropeanalies).
Internationalcooperationondecidingthemacro-policyimprovesthe
internationalrelations,butleadsanadverseefect.Itcanbedodged
responsibilitybyshiftingtheblametotheforeigngovernmentson
emphasis thatthe internationalinterdependence means thatthe
responsibilityforimpropereconomicperformance［Watanabe,1999:259-261］.
TheUSgaveeconomicandmilitaryaidtoWesternalies,thereby
tryingtouniteandstabilizetheWesterncamp.Thisadministrativerole
triggeredtherecessionofUSeconomyasthemainfactortoaccelerate
dolaroutflow.TheUShadtriedtoreducetheworldmanagementcost
fromtheNixonadministration,torequestothercountriestotakeoverthe
burden,andtotrytoreducetheburdenontheUSitself［Arakawa,1977:93］.
TheBurdonSharingwasacceptedtosomeextentbyJapanesepolicy
makersbyalmeans,butitwasnotunilateralymandated.Itisthought
thatthereweretwoconditions［cf.Furuta,2018］.FirstwhileJapanhasbeen
inamilitaryaliancewiththeUS,ithasbeenstrengtheningthe
substantialmilitarystrengthofJapanthatwouldcausethecompetitionof
theregionalarmsracewithneighboringcountries.Secondtheincreasein
defensespendinginJapanwouldseriouslyharm theJapanesepeople’s
peacefulfeelings.SoJapan’spolicymakerswereconvincedthatthey
wouldalbepoliticalyexpensive.ItwassatisfiedbytheUSthatJapan’s
acceptingoftheBurdonSharingrequestedbytheUSfrom these
perspectives,carriedoutwhilepushingtheextentthatneitherthe
neighborcountriesnortheJapanesecitizenswerearoused［Berger,2000:275-
276］.Ifthinkingso,Japanesepolicymakersatthetimemaynothave
simplybemovedonwiththeneedsofUSgovernment.
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４.ViewpointfromEconomicSecurity
Ithasbeentraditionalyunderstoodthattheformerfolowsthelatterin
the contextofeconomicand military securities.Security reflects
circumstancesrelatedtopoliciesandpracticesofinternationalpolitics.
Needlesstosay,theeconomicfulfilmentisindispensableforsecurityof
politicaland military to succeed.Howeverthe afairsofpolitics,
diplomacy,andmilitaryandeconomyinteractwitheachotherinreality,
soeveniftheycanbeconsideredseparatelyforthesakeofconvenience,
theactualpolicymakersdivideeachandsay“althoughitisconsidered
separableasone”,itwilnotthinkignoringone.Eachseparationcannot
beanycase［Sheehan,2005:65;Brooks,Wohlforth,2008:68］.
Thebehavioronnationaleconomicsecuritycanbederivedfromthree
factors［Brawley,2004:97-98］.Thefirstis‘intent’.Theintent,inabroadsense,
hasgreatinfluenceonactualpolicyformationwhileconsideringvarious
sectors.Forinstance,intheJapan-USrelationship,theUSdoesnotinsist
onlyonthepositionofitsowninterestuntilitcolapsesaliancewith
Japan,butalsoineconomicrelationstheintentofcountryisrequestedin
amannercommensuratewiththeeconomicsituationinowncountry.
Thesecondis‘strategy’.Itisthedomesticgrowthratethateconomic
strategiestendtoincrease.Thetradeandinvestmentpoliciescontribute
toeconomicgrowth.Thenationnormalydevelopsthemostadvanced
technology,strengthenstheinternationalcompetitiveness,andmakesit
possibletocontinueenjoyingitsefectwithrelativelyastrongeconomic
power.Itisextremelyimportanttomanagethemonetarypolicyasan
economicstrategyinthatrespecttoo.Or,inanextremecase,when
executingawar,wemustfirstlythinkabouthow todealwiththat
warfarecapability,theexpensesofwar,anditsfunds.Itisaneconomic
planforstrategyperformance.
TheproblemsoftheUSeconomyandthemeansofdealingwithlong-
termandshort-termwereconsideredundertheReaganadministrationat
thebeginningofthe1980’sontheonehand.Japanwasunabletobuilda
strategyequivalenttothechangingsituationwithitspassiveattitudeon
theotherhand.
Thethirdis‘time’.Itisbyintroducingavariabletermedtimethatthe
decisivefactorcanbeintroducedinthemanagementofeconomic
resources.Consideringonlythemilitaryforceatacertainpointoftime,
weareunlikelytoevaluatetherelationshipandthephysicalarrangement
afectingtheinteractionintheinternationalsystem from along-term
standpoint.Itisincomplete from thatviewpoint,considering the
economicsecurity,takingintoconsiderationonlythevariableofonlya
certainpointoftime,andexplainingfromtheviewpointofcertaintime
width.Iftheappropriateframeworkoftimeisnotwelidentified,itmay
notbeveryusefulasanassessmentofpolicyprovidedfrom past
predictionofbehaviortoitofthefuture.Andifthepolicymakersarenot
consciousofthetimingandopportunitiesthatmustmaximizepower
whileconfirmingthetemporalefect,theuseofpowerwouldbe
inefective.
JapanisinapositiontoconsidertradeandinvestmentwiththeUS
marketintermsofdefense,andinconsiderationoftheJapan-USsecurity
system,whichgenerateseconomicinterestsinJapan.Thelaunchof
ReaganadministrationoverlappedwiththenewColdWarinthe1980sin
particular.TheUS,whileconfrontingtheSovietUnion,hadtotacklethe
economicdeteriorationbothathomeandabroad.TheUSadministration
pursuedefectivecooperationswithJapan.SoitwasnecessaryforJapan
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torespondthemfromtheseperspectives.
ThePrimeMinsterNakasonewantedtoinsisthiscountry’sintent
amongWesterndevelopedcountriesbysettingupapositionwithReagan
asamemberofWestcountriesattheJapan-USSummitMeetingin
October1983［Nakanishi,2022,319］.
TheMOFthoughtthatfinancialliberalizationcouldonlybeperformed
onamoment-to-momentbasis,whiletimelyadjustinginterestswith
financialindustryinvolvingvariousviewpoints.TheUScaledforthe
deregulationofglobalizationinWesterncountriesalreadyinprogress,
andthepartialabolitionofthem.
Itwasakindof‘adaptiveadjustment’thatthefinancialmarketreform
requiredbytheUSwiththefoundationofglobalizationwhiletheMOF
responsibleforitmadeconcreteconcessionstotheUS.Thenetworkof
industryandgovernmentagenciesinvolvedinvariousregulationsand
protections,expanding ‘politicsofnon-manufacturing industry (e.g.
servicebusiness,ITindustryandsoon)’isadiscretionaryactionbythe
MOFwithintheLDP’sdominantpartysystem thatestablishedaone-
party advantage.Thestrategy would beshifted totherouteof
‘internationalization’thatwouldfitwiththeconceptofderegulation.
Thesameprocesswasrepeatedonalargerscaleinaperiodof
internationalpolicycoordinationfrom1985to1987［Nakanishi,2002:320-322］.
BakerandDarmanclaimedthat“itisnecessarytopoliticalyrespondto
thepressureintothecorrectionofhighdolarthatisincreasingdayby
dayfrom thebusinesscircles,Congress,andthetradingpartner”
［Funahashi,1999:109］.TheChairpersonofFRBVolcker,whowasaperson
ofthemarket-focusedgroup,alsosupportedtheremedyforthestability
ofexchangerate［Volcker,Gyoten,1992:339］.
TheplanbyBakerandDarmanwasnotjustaninterventiontorectify
thecurrencyexchange,butwasinpolicycoordinationwithamacro
policythatsupportedit.TheMOFwantedtoavoidthepublicspending
oneconomicpump-primingmeasures,notablythepublicworks,asmuch
aspossible,andtoshiftthefocustoadjusttheforeignexchange,which
wasmadeimprovementsofhighdolar.Speakingeasily,theUSwantedto
expanddomesticdemandtoJapan,buttheJapaneseadministration,the
MOFinparticular,didtoavoidinvolvingthefiscalreformandstimulus.
Nakasonepursuedasastrategynotonlytocopewiththefriction
betweenJapanandtheUSbutalsotoimproveJapan’spositionasan
‘internationalyproudcountry’.Hehandledthedefensepostureforbonds
foranti-communiststatesintheWest(so-caledGNP1% framework
problemconcretely),theproblemofinternationalizationofyen,appealing
theneedforoneoftheworld’smanagers.Itmayhavebeenthepolitical
attitudeofNakasoneas‘adeparturefrom thetraditionalparadigm of
postwarsystem’.Basedonthecurrentstateof‘internationalization’by
the‘interdependence’,theNakasoneadministrationintendedtoplaya
roleofthe‘internationalcooperation’［Nakanishi,202:225］.Putanotherway,
theNakasoneadministrationchosetoexpandthedomesticdemand
utilizinginterestratecutsthroughtheprivate-sectorinitiative.（15）
Immediatelyafterthe‘BlackMonday’inOctober1987,whentheUS
requestedacolaborativeratecuttoWestGermany,theinterestinpolicy
coordinationfortheexchangestabilityrapidlyincreasedinEuropeand
theUSsince1988ontheonehand.Thedomesticdemand-ledgrowth
centeringonlow interestratepolicyexpandedandcontinuedfor
internationalcooperationinlieuofexchangeratestabilizationinJapanon
theotherhand.
218――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――219
However,itsresponse,ontheonehand,acceleratedtheexpansionand
promotionofinvestmentfrom Japan,ontheotherhand,weakenedthe
externalpressureofliberalizationbybooming,delayedthestructural
reform ratherthanit.Whilemaintainingthedomestictraditionalorder
fundamentaly,othercountriesdirectedastrangelookatJapantryingto
‘internationalize’gradualy(threateningasthecasemaybe).Theycaled
Japanasthe‘heterogeneouscountry’,anddemanded‘containing’Japanto
reformthestructuraly［Nakanishi,2002:320］.
Theinternationaleconomiccrisis(theshifttofloating exchange
system,andtheoilcrisis)thatoccurredintheearly1970snotonly
shocked the postwar system butalso prelude a forerunner of
globalization leading tomajorchangesin thepostwarorder.The
direction ofreforming the postwar system had to consider the
globalization thatbegan in the 1970s,abolishing the government
regulationandgovernancepresupposedonaglobalmarket.
Howevertheintentionofmaintainingpostwarregimeandthestrategy
formaintainingthesystemaftertheSecondWorldWarhasbeenshifting
fromthe‘PaxAmericana’aloneintheBrettonWoodsregime,whichwas
jointly managed macroeconomicpolicy thatmadework with each
countryindomesticeconomy.ItdidnotturntheUS’wayeasily.
Japanwasstuckinownstandardmodeofreconstructing,maintaining
andreformingthepostwarsystemsincethemiddleof1970s.TheJapan
flexiblyadaptedtotheappreciationofyen,andmaintainedthe‘export-
oriented’politicsofmanufacturingindustrywhileincorporatingpoliticsof
non-manufacturingindustryintotheLDP’sone-partydominantsystem.
TheReaganadministrationbasicalyaimedtoreform thepostwar
system,andifmentioningtheglobalizationalittlemoreaccurately,we
canconfirm thattheUSwouldaim toestablishanew worldpolitical
economicorderbypromotingglobalization,whichisthecenterofthe
US［Nakanishi,2002:341-342］.WestEuropean countries combined the
maintenanceandtransformationofpostwarregimes.Astheeconomic
disparitybetweenJapan,andtheWestEuropeancountriesandtheUS
shrankthestructuralreform wasconfrontedbytheUS.TheJapanese
governmenttriedtomaintainregulatoryauthorityoverthebusiness
circles,butacceptedderegulationandinternationalization.Itwasfirstly
showninthe‘Japan-USYen-DolarCommittee’.
Itispossibletojudgetheframeworkoftheperiodbackgroundfrom
theconceptoftime.Asderegulation and internationalization,and
protectionbyregulationcoexisted,thestructureinwhichtheBubble
Economy was gradualy produced was established.Macro policy
coordination,startingwiththe‘PlazaAccord’in1985,wastoamplifythis
opportunity.
Bakerledthemeasuresofexchangestabilizationfordomesticand
foreignpolicyoftheUS.JapancooperatedwithBaker’sintentionand
strategyintermsofexpandingtheinternationalvoice.TheNakasone
administrationshouldhavebeenconsequentlyobligedtotakea‘domestic
demand-ledgrowth’routeduetolowertheinterestratepolicy,and
expandtheexpenditureofpublicworks,andfromthejudgmentwiththe
passageoftimeatalaterdate,theBubbleEconomyandexcessive
investmentwereboostedastimewentalong.
Eventhoughparticipatingcountriesofthe‘PlazaAccord’beganto
disregardthe‘policycooperation’since1988,theJapanesegovernment
stucktothenarrowingofthetradesurplusduetoexpandthedomestic
demand,andcontinuethemeasurestobringaboutanenlargementofthe
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economy.Butsuchpolicyhadreachedthelimitinthelate1980s［Nakanishi,
2002:343］.
TheinternationalizationroutebyJapanesegovernmentdidnotalow
Japan’s‘gradualist’trendofglobalization,evenwhiletryingtomaintain
theliberalizationandtheinternationalization.Itwasalreadypredicted
thatthedepreciationofyenbeforethe‘PlazaAccord’hadtobe
internationalizedastheappreciationofyenbasedonthe‘international
cooperation’inthiscase.
Itwasthecooperation thatturned aphenomenon through the
‘internationalization’,inwhichJapanrapidlyexpandedeconomicpowerin
theinternationalpoliticsof1980s,andothercountriesgotconspicuousto
Japan,andalarmedwithitsheterogeneityandspecificity.
Insum;ifdiscussingfromtheviewpointofintent,strategyandtime,
the macro ‘policy cooperation’in the 1980sand the progressof
globalizationshouldhavedecidedthattheJapan-USstructuraltalks
focusingonmicrostructuralreformwouldhavebeenraised.
Chapter9ComparisonbetweenJapanandtheUSonMercantilisms
1.TheTheoryofModernMercantilism
Mercantilisttheoryisanidealeadingtotheestablishmentofamodern
sovereignstatefromthe16thcenturytothe17thcentury.Mercantilism
wastheworldview ofthenation-builderintheimportantposition
(forefront)tobuildamodernstate.Theymadeeconomicactivitiesthe
primarygoalofbuildingpowerfulpowers.Statedinadiferentfashion,
theeconomyisatoolofpoliticsandisthebasisforpoliticalpower.
Mercantilistsregarded the internationaleconomy asa conflictof
domesticinterestsratherthanmutualbenefitsandcooperativedomains.
Economiccompetitionisa‘zero-sum game’wheretheprofitofone
countryisthelossofanothercountry.Thecountrymustgivedue
considerationtoeconomicinterests.A countryaccumulatedmaterial
wealthtohelpmilitaryandpoliticalpowertoothercountry.
Mercantilism makestheeconomysubordinatetothegovernment.
Economicactivityhasbeenseeninthecontextofincreasingstatepower.
Wealthandpoweraremerelysupplementarygoalsthatarenotgoal
targetsandareameanstodoso.Thenationshouldavoideconomic
dependenceonothercountriesasmuchaspossibleinordertomaintain
independence.Securityconflictsbetweeneconomicandmilitarysecurity
wilbegivenpriority［JacksonandSørensen,2003:178-181］.
Themercantilistmodelhasthenationandnationalinterestasthemost
importantelements.Thebasicideaistoconsidernationaleconomicand
politicalobjectivesratherthanglobaleconomiceficiency.Thepolicy
includesbalanceofpaymentssurplus,exportofunemploymentand
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Table10:TypesofTradePolicy
Theroleofthestatetradepolicystandpoint interveningnotintervening
aggressivemercantilism
・devalution-oriented
・strategictradepolicy
・managaedtrade
・beggar-my-neighborpolicy
・laissez-faireactivestandpoint
defensivemercantilism
・stability-oriented
・selectivereciprocity
・reciprocity
・classicalfreetradeneutralstandpoint
・protectionist
・sanctioninghightarifprinciple
・most-favored-tradingprivilege
・incompleteliberalismpassivestandpoint
Note:modifiedfromUrano2003:39.
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inflation,orboth,expansionofglobaleconomicshare,andadvanced
industrydevelopment.Thenation-stateadoptseconomicpolicytoreflect
economicdemandinitandpoliticalambitionoutsideofit.Thenation-
statecompetesformarketshareandacquisitionofscarceresources,
recognizingtheslowingeconomicgrowthandresourceconstraints.
Themodernmercantilism hasthefolowingfeatures.Itstrikesthe
balancebetweennationalautonomyandinternationalintegration,i.e.,the
transfertotheglobalmarketandself-reliance.Thestatestrikesthe
balance between marketand governmentalregulation.Economic
globalizationisnotnewerthaneconomicinterdependence.Companiesdo
notlosetheirnationalidentity.Companiesaretiedtotheirowninterests.
Thenation-statecannotbethusthreatenedbyglobalization.State’s
capacity forregulation and supervision isincreasing ratherthan
decreasing［JacksonandSørensen,2003:209,216］.
Mercantilism hastwodiferentformsintheeconomiccompetition
amongrivalcountries.Thefirstformisthe‘defensivemercantilism’.The
statetriestodefendthenationaleconomicinterests.Thatisbecauseitis
animportantingredientinnationalsecurity.Suchpoliciescanhave
negativeefectsonothercountries.
Thesecondformisthe‘aggressivemercantilism’.Thestateattemptsto
exploitthe internationaleconomy through expansive policies.For
example,thiswasimperialism byformerEuropeancountriesinAsia
and Africa.Therefore,thismercantilism showseconomicstrength,
andmilitaryandpoliticalpowers.Economicstrengthsupportsthe
developmentofnationalmilitaryandpoliticalpower.Andtheirpowers
wilstrengthentheeconomicpowerofstate.Mercantilistsbeginto
emphasizethatobtainingthemaximumpossiblesurplusisatradeasa
wayofnationalprediction.
The aggressive mercantiliststhink thatmultilateralrelationsof
regionalblocks,economicaliances,andinternationalregimesintensify
internationaleconomicconflicts.Thisisbecausemembercountriesin
economicaliancetrytoredistributefavorablytotheirowncountries
throughtheexerciseofeconomicpowerandcooperativestrategy.The
formationofexclusiveblocksandeconomicalianceis,asaconsequence,a
precursortothedisorderlystateofthe1930sandtheresurgencetothe
‘beggar-my-neighbor’policy.
Thedefensivemercantiliststhinkthatregionalblocksandinternational
regimeswilstabilizeglobaleconomicrelations.Therationaleisthatitis
possibletominimizethecostofeconomicandpoliticalinterdependence,
andatthesametimeenjoythebenefitsofinterdependence.Since
multilateralcooperationcancompetewitheconomicandpoliticalthreats
outsidethemembercountriesbecauseinfluenceanddominanceare
limitedinasinglecountry.Theorganizationofworldeconomyby
regionalizationwilcovernationalvulnerabilitytomarketpower.Itisthe
foundationofasafeandpeacefulpoliticaleconomicorder.
Ithasbecomemoreprominentsincethe1970sthathasbecomemore
prominentglobaleconomycenteredontheUSdeclines,andtheglobal
conflict over markets and resources among capitalist countries
intensifies.Cancrashesamongindustrialcountriesbepreventedthrough
mutualself-control?Theaggressivemercantilistsarguethatcooperation
andcoordinationbymultiplemembercountrieswileventualybring
aboutbankruptcy,butthedefensivemercantilistsarguethatpromoting
internationalcooperationandcoordinationwildeveloppoliticaland
economicstability.
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Eachcountrywilemphasizedomesticstabilityandfulemployment
ratherthan maintaining internationalunity.Theexerciseofstate
managementfor monetary policy and other policies is required.
Mercantilistsalsocognizethatpromotingdomesticandforeigneconomic
policies wil increase conflict and realisticaly move away from
interdependence.Therefore,theaggressivemercantiliststendtochoose
thefloatingexchangeratesystem thatvariesaccordingtoeconomic
conditionsratherthanthefixedexchangerates.
Weneed toconsiderwhetherincreasing thebenefitsoftrade
liberalizationandinterdependencewilmeanexpendituresassociated
withitinmanyindustrializedcountries.Interdependencerelationships
whereeconomicinstabilitypropagatesfromonecountrytoanotherwil
resultindomesticeconomicproblemsemerging.Iferosionofnationalself-
suficiencysystem thatinsistsonmercantilism andnationalinterest
centralism penetratetoodeeply,internationalrelationswilexceedthe
limitofinterdependencesystem［cf.Gilpin:1975:Ch.9］.
2.Stability-orientedMercantilismandDevaluation-basedMercantilism
Theinternationalfinancialsystemisclassifiedaccordingtotwocriteriain
mercantilism;theextenttowhichasinglecurrencycarriesoutcontrol
(i.e.hegemoniccurrency),andthepolicyoftradeandfinanceofthe
reservecurrencynationinmultiplecurrencysystemswheremultiple
currenciesaredominantincontrast,somereservecurrenciesretainthe
potentialtodominatemonetarypolicywithintheinternationalfinancial
system.
Thehegemonicsystem,meanwhile,shouldstabilize,ifpoliticalpower
canmakemonetarypolicyworkattheinternationallevelontheone
hand.Someinternationalcurrenciescanusetheinfluentiallocalcurrency
asa‘weapon’andthe‘value’ofthatcurrencyininternationalpoliticsas
wel on the other hand.The multi-currency system may make
internationaleconomicrelationsunstableinthatrespect.
TheBrettonWoodsregime,setupaftertheSecondWorldWar,wasa
hegemonicsystemwithadolarasasinglewinningkeycurrency,based
onUSeconomic,politicalandmilitaryrule.ItwasinevitablethatWest
EuropeanandJapaneseeconomicgrowthshookthehegemonicposition
ofUS.TheUSacceptedothercountriestoaccumulatedolarsuntilthe
1970s,andshiftedtocurrent-accountdeficit.Thedolarrestrained
macroeconomicpolicyinordertomaintainhigh‘value’,andwasableto
adheretothepositionofnocompetitionasareservecurrency.However
thepolicyoffinancialandtradeintheUShasgradualychangeddueto
theinternationalfinancialsystem duetoWesternEuropeancountries’
andJapan’seconomicgrowth.
Mercantilism,economicrule,andtheinternationalfinancialsystemare
correlated.Mercantilismisdefinedasaneconomicpolicythatresultsina
continuingsurplusinthecurrentaccount.Thesurplusofcurrentaccount
maybetheactualexchangerate,theoutcomeoftarifandnon-tarif
barriers,ordomesticlow growthoutcomeinconnectionwithglobal
economictrendsunknown.Becausethe‘value’ofcurrencyislinkedto
currentaccount,itmakesdomesticprioritytonormalexchangerate.
Mercantilism usualy choosesstability-oriented mercantilism ifthe
currentaccountsurplusleadstoeitherthestabilizationsofexchangerate
orthecurrencyappreciation.Ifthesurplusofcurrentaccountisachieved
bythemeansofdevaluation,itisadevaluation-orientedmercantilism
［Herr,1997:135］.
226――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――227
Thedevaluation-orientedmercantilismisthattheperiodicdevaluation
deliberatelycreatesthepurposeofthesurplusofcurrentaccount,
andthusdoesnotaimtoraisethe‘value’oflocalcurrency.Thispolicy
wil gearthe ‘beggar-my-neighbor’policy by the country in the
directionofincreasingdomesticemployment,whichwilimprovethe
competitivenessofdomesticproducers,andiftheexchangerateiswel
defendedandthesurplusofthecurrentaccountismaintained,theone-
timeparvaluedevaluationwilbeabletochangetothestable-oriented
mercantilism.Thedevaluation-orientedmercantilism maybeableto
succeedifspecialdomesticconditionsonlyexist.Saiddiferently,itisa
prerequisitethatthenominalwageisstrictlycontroled,thedeclineof
realincomearisingfromthedecreaseofcurrencyisrecognizedbythe
workface,andtheconfidenceofhomecurrencyismaintained.Sothe
normalmercantilism meansthestability-orientedmercantilism,andthe
devaluation-orientedmercantilism isashort-term exceptionalexistence
［Herr,1997:141］.
Thereexistsanuncompetitivekeycurrencyinthehegemonicfinancial
system ononehand.Themulti-currencysystem hasthepotentialto
influencemonetarypolicywithintheinternationalfinancialsystemonthe
otherhand.Evenifonecurrencyinamulti-currencysystemdominates
theinternationalfinancialsystematacertaintime,itdoesnotnecessarily
becomethekeycurrency.Thehegemoncountrynotonlydominatesthe
financialsectorinrealeconomicrelations,ithasmilitaryandpolitical
powerinfact.Thatpowerbindsothercountrieswithmonetarypolicy.
Politicaly,economicaly and militarily-controled countries are,in
addition,the‘safehaven’evenifthecurrencycomestounstable［Herr,1997:
143-144］.
3.BackgroundoftheConfrontingMercantilistPolicies
Thehegemoncountrymaynotuseneutralcoordinatorforinternational
economicstabilitybutmayuseitforself-interest.Weassumetwo
scenariosasfolowing.
Thefirstisascenariowhichhegemoncountryactivelycarriesout
mercantilistpolicies.Thepolicyofhegemoncountrywilbecounter-
functionaltotheworldeconomy,hinderingeconomicgrowthonaglobal
scale.Thiswilcauseatrendtowarddeflationintheworldeconomyin
caseswhichhegemoncountriespursuethestability-orientedmercantilist
policy.Thatdeductsthevaluedevaluationbythehegemoncountry.It
forcestheweakcountriestorunthecurrentaccountdeficit,thuscausing
abalanceofpaymentcrisisandtheinstabilityofkeycurrency.Assuming
extremepoints,the‘beggar-my-neighbor’policywilfinalyresult.We
couldseethisexampleoftheworldeconomyin1930s.
Thesecondisascenarioofinflationarycurrency.Itmeansthatifthe
keycurrencyactsselfishly,thedomesticpoliticalconditionsofhegemon
countryareforcedto‘muddlingthrough’economicpolicyinthisrespect.
ThisisacasedemonstratedbytheUSsincethemid-1960s.
TheWesternEuropeaneconomiesandJapan’seconomywereinthe
processofrebuildingfrom thelate1950suntiltheearly1960s.The
advantageofUSeconomyhadnotdisappearedyet.TheWestern
EuropeancountriesandJapancaughtupeconomicaly.TheUSafterthat
hasincreaseddeficitinthebalanceofpayment.TheUSbythe1970shas
beguntosuferfromowntradedeficitforthefirsttimeafterthewar.
TheUSpolicyhasbecomenationalinterestoriented.TheUShasstarted
toactasa‘predatoryhegemon’insteadofsupportingtheliberalworld
economysince1945.Putsimply,theUShasdisappeareditsroleasa
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defender（asthecommandheight）oftheopenworldeconomy,bymore
interestinginitsnationalinterests,andprobablystartedplayingits
powerplay.
TheUSwasobligedtopursuepoliciestodealwithitbyprotectionism,
monetaryinstability,andeconomiccrisis.Theywereself-regulation,
strategiccommerce,defactodevaluation,managementtrade,structural
consultation,etc.Itmeantanewera［Gilipin,1987:351］.Wecanunderstand
thatthereexistednolongerasinglepowerthatcouldmaintainaliberal
globaleconomyalongwiththerelativedeclineoftheUS,［Jacksonand
Sørenson,2003:198］.
Itisshort-sightedthattheinstabilityofinternationalfinancialsystem
wasattributedtotheeconomicpolicyofUSgovernmentsfromthe1970s
tothe1980s.TheeconomicpoliciesofJapanandWestGermanycould
eventualydisruptivetheinternationalfinancialeconomy.Thesetwo
countriescarriedoutamercantiliststrategytoincreasetheircountry’s
tradesurplus.Thesecreditorcountriesareinsuficienttocoverthe
interestpaymentoftheexportrevenueofdebtorcountriesofboth
countries.TheUSthereforeinsistedthatJapanandWestGermany
blocked‘steady’balanceofpayments(bytheUS),theyinevitablyledto
insolvency.Fluctuationsintheworldeconomycausedabiasbetween
realityandrealityfordecadesafterthewar［Herr,1997:156］.
4.IdeologicalBasisofJapan’sDefensive Mercantilism:‘Embedded
Mercantilism’
TheoligarchicpoliticalelitesoftheMeijiEra(1868-1912)recognizedthe
weaknessoftheirnewregimeagainstboththedomesticpoliticalrival
andtheWesternindustrialcountries.Andtheyfeltthenecessityof
‘fosteringindustry(ShokusanKogyo)’forthestatetostrengthenits
power.Thesloganatthetimewas‘richnation,strongarmy(Fukoku
Kyohei)’.TheywerestronglyinfluencedbythemercantilistideaofF.
List.Hearguedthatthenationshouldcontrolandnurturethedomestic
privateindustryforthedevelopmentalaim［Sohn,1998:17-20］.
Japan’spolicyaftertheSecondWorldWarhasbeenacomplex
characterizingasthe‘embeddedmercantilism’thattookoverfrom the
prewardays［Pempel,1998:49］.Therearemixedelementsthatmutualy
support;’embeddedmercantilism’,ahighlycentralizedpoliticaland
economicinstitution,andthesocioeconomiccoalitionofagricultureand
business.However,organizedlaborhasbeenpoliticalyperipheral［cf.
Kobayashi,Okazaki,Yonekura,andNHKInterviewTeam,1995］.
Overal,theJapanesepoliticalandeconomicsystemwassupportedby
the‘virtuouscycle’ofconservativepoliticswithpromotingeconomics.
That‘embeddedmercantilism’hasrealizedthewholeframeworkof
Japanesesociety［Pempel,1998:15］.Toputitthisway,thisform is
a’conservativecorporatismwithoutlabor’.
The‘embeddedmercantilism’includedmacroeconomicpoliciesthat
reliedonthe‘developmentalcatch-up’foralmost25yearsafterwar(1945-
71).These policies have represented a long-term,developmental
economicplanbythepowerelites;theLDPexecutives,theeconomic
seniorbureaucrats,andthelargecorporatemanagers.
Japan’snationalistmercantilism hasdeveloped in thecontextof
internationalsystemsoftradeandfinancebasedonliberalprinciplesand
norms.The‘embeddedmercantilism’,ontheonehand,alowedJapanto
formalycomplywithprovisionsoftheGeneralAgreementonTarifsand
Trade(GATT)andtheInternationalMonetaryFund(IMF),butonthe
230――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――231
otherhandithasimplementedmercantilistpolicytotheextentthatit
doesnotdeviatefrom theprovision.TheUSgovernmentsagreedto
incorporateJapan’s‘embeddedmercantilism’intotheUSsecuritysystem
untilthe1970s［CarlieandTilton,1998:199］.
Thereweremanypolicytoolsusefulforthisgoal;hightarifandlimited
quotaonmanufacturingimports,strictcontrolondomesticconsumption,
restrictiononinflow andoutflow ofcapitalandtechnologytoJapan,
underestimatedyenthatmadeJapaneseexportscheapintheworld
market,encouragingpolicyofhighpersonalsavingbycitizens,and
strongrelianceonforeigntechnologypurchaseetc.［Pempel,1998:146］.
ItiscertainthattheJapanesegovernmentshaveused‘external
pressures(gaiatsu)’fordecisionmaking,promotion,change,andreform
ofitsowncountry［BergstenandGagnon,2017:125］,butitisnecessaryto
recognizenotonlyitssurfacepartbutalsothedeeppartthathasbeen
formedinhistory.
5.Aggressive Mercantilist IdeologicalGrounds of the Reagan
Administration:‘FreeEconomyandStrongNation’
Thepolicythatthestategivesprioritytonationalinterestsisa
phenomenonthatcanbeseeninanystate,anditisnotnecessarytoapply
mercantilisttheory.Howeverthecharacterofaggressivemercantilismis
confirmedfrom theviewpointofideologypossessedbytheReagan
administration(andsubsequentgovernments)［cf.Furuta,2015:58-67］.
TheideologyofReaganadministrationwasbasedontheprincipleof
the‘newright’.Itisanideologythatactivelyblendsmarketforceand
liberalism with conservatism from a viewpoint that emphasizes
individuals,anditisalsoanideologyadvocatinga‘strongnation’atthe
sametime.Thisprinciplebasicalyconsistsofneo-liberalism andneo-
conservatism.
Therecessioninthe1970swasaphenomenoncaled‘stagflation’that
wasanincreaseinunemploymentaccompaniedbyhighinflationandthe
recessionthatresultedfromitwasablowtodecreasingcountries.The
USwithaweakeconomicsituationatthetimereceivedchalengesfrom
JapanandWestGermany,forexample,whichgrewrapidlyafterthewar.
TheUShasdeclarednationalprestigeinbothinternationalpoliticsand
economy.
Neo-conservatism isa‘form ofcontemporaryconservatism thatwil
restoreorder,returntotraditionalvalue,andrevitalizenationalism’.
Economicfreedom ispremisedonastablesocialorder.TheReagan
administrationthusaimedatestablishingauthorityininternational
politics,aswelasexpansionoffreedomintheeconomy,showedastrong
commitmentto‘freeeconomyandstrongnation’.TheUSgovernment
consideredthatthesecurityofinternationalpoliticalandeconomic
systemwaspreservedbytheauthorityofUS.ThatauthoritywastheUS-
styleof‘law andorder’system.WhentheUS’sauthoritycolapses,
disorderandinstabilitymerelyinfest.
Itreflectedbroadnationaluneasinessoverseasabouttherelaxationof
moralstandardsandtheweakeningofauthorityintheAmericansociety.
TheReaganadministrationurgeddomesticandoverseastobea‘strong
nation’inresponsetothesituation.ItwasnaturalthattheReagan
administrationappearedfrom theideathatsocialorderandstability
wouldbethreatened.Thus,onlythe‘stronggovernment’protectsthe
people.
TheReaganadministrationpursuedtherecoveryofstateprestigeof
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theUSfrom thehumiliatingwithdrawalfrom Vietnam in1975,image
downduetotheaccidentalcaseoftheAmericanhostageincidentinIran
in1979andsoon.ThemilitaryexpansionandeconomicrecoveryofUSin
the1980swasalsoreafirmingthesuperiorityofUSontheworldstage.
ThespecificmeasuresareinvasionofGranadabytheUSmilitary,
bombingofLibya,etc.intheinternationalpolitics.Theyemphasized
‘strong dolar’,‘fairtrade’,maintaining currency order,appropriate
evaluationofyenanddolar,andtheleadershipin‘PlazaAccord’inthe
internationalmonetarysystem.
TheReagan administration wasmostactively involved in state
managementofeconomy,mainlyonthedefensebudgetofnational
revitalizationinthepost-warhistoryofUS.Militaryexpenditure,ina
sense,wasjustifiedforeconomicnationalbehavior,insteaditreduced
socialexpenditures.TheReaganadministration,throughmilitarypolicy,
ledindustrialpolicy,butincreasedtheroleofstateintheeconomy,self-
controlnationalintervention in theneo-liberalposition,companies
engagedinmilitaryproductioninthepositionofastrongnation
［Gourevitch,1986:183,237］.
Thereremainedalsoconcernaboutthecrisisofnationalidentitynot
onlyinthereflectionofthefearoflossofsovereignbutalsointhedeeper
partofintensehostileconsciousness.Neo-conservatism emphasized
consolidationfrom politicsof‘freemarket’and‘strongnation’.The
Reaganadministrationneededtomaintaininternationalmarketorder
andtosupporttheownauthorityofsocietyandpolitics.Thatmeansneo-
liberalism andneo-conservatism wereabletobecompatibleatthe
ideologicallevel.
Asforthebalanceofpayments,economicandpoliticalresults,the
diferencebetweenthecurrentaccountandthecapitalaccountmustbe
compensatedbyonecountry’sreserves,soitmeansthelimitthatthe
currentaccountbalancestheabilityofacountrytoacquireresources
from countriesalovertheworld.Onecountrycaneitherincreasethe
capitalinflow through ahigherinterestrate,orinducefavorable
treatment of foreign capital.Adjustments are necessary,as a
consequence,forcountrieswithsurplusesanddeficits,infact,forpolicy
changes.Itisamechanism toforcethecountryinsurplus.Thisisa
diferentpositionbetweenthedefensivemercantilistofJapanandthe
aggressivemercantilistoftheUS.
TheUSistheworld’slargestcurrentaccountdeficitcountry,andits
shareoccupiescapitalimportsfrom theworld.Dynamicsoftradeand
investmentinthisbackground,amongotherthings,hasbecomeasource
ofpoliticalconflictbetweentheUSandJapan(Chinaatthepresenttime).
ThesuccessivepresidentsofUShavebeenbasicalykeentocut
controlovercurrencyandcapital.Their‘freeeconomyandastrong
nation’havecontinuedtoliveheartilyasatraditionoftheUSregardless
oftheideologyofadministrations.Besides,economicglobalizationhas
madeUSelitesawareofcertaininterests.Globalizationisafactthatcan
notbeneglectedbycountriesalovertheworld.Itwasabletotriggerit
bytheUSbusinessandpoliticalelites.TheUShasinfactcontinuedtobe
an importantactorto open up trade,overseasinvestment,and
liberalizationoffinancialmarkets.Otherindustrializedcountrieswere
forcedtofolow theUS.Theglobalizedeconomicsystem mustbe
maintainedwithAmericanstyledisciplineandcohesion.Thisisbecause
theUSistheonlycountrythatcanvirtualyguaranteetheexistenceof
globaleconomy.AsPresidentClintonstatedonce,onlytheUSwould(or
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wil)beabletodeterminetheinternationalrulesforthe21stcentury
［Berntson,2000:159,162］.
Theglobaleconomyhasswepttheworldsince1980s.Theposition
correspondingtothatwasfromtheReaganadministration.Thepolicyset
caled the policy of ‘Austerity plus beggar-my-neighbor’was
implemented.Theausterityofeachcountryinthenameofglobalism,and
thelogicthat“freetradewilbringabouteconomicgrowth”hasledtothe
currentstateofworld,anditisonlytheresultthatlogicisatwistof‘New
Right’intheAmericanstyle.
Chapter10HowshouldweevaluatethePoliticalEconomicSystemsince
the‘PlazaAccord’?
1.ContemporaryStatesinMercantilization
Thefinancialeconomyexistswithintheinternationalcontextduetothe
globalfinancialsystem andthecurrentmeritsofeachcurrency.The
internationalfinancialsystemlimitsthescopeofthedomesticeconomic
policies,andisanindicatorofdiferencesineconomicpoweramong
countries.Thefinancialeconomycannotbethusanalyzeddomestic
economicpolicieswithoutconsideringinternationalrelations［Herr,1997:
124］.
A mercantilism was originaly an economic system aiming at
expandingtradetomaintainthemilitarypurposeofstateandthe
oligarchyofroyaltyandtitlednobility.Itsform issimilartothe‘state
capitalism’orthe‘managingtrade’inthemodernversion.Governments
thinkitistheaim topromotetheexpansionoftheirshareinworld
activityforthebenefitoftheirownpeople［Robinson,1973:5］.Itisnotonlya
simpleeconomicentitybutalsoapoliticalandmilitaryactorthatdefends
thenationalinterests.Themercantilistformisregardedascontradicting
thecurrentflow ofglobalization atfirstglance.However,asthe
globalization focuseson how to favorsome ofthe multinational
corporationsandinvestors,itispointedoutthatthecontemporarystates
haveamercantilistcharacterratherthefreetradeofnation［Shibayama,
2001:92,100］.ThistrendbeganinthesecondReaganadministrationduring
the1980sintheUS.（16）
Modernmercantilism givesprioritytothedistributionofnational
economicandpoliticalgoalstoglobaleconomiceficiency.Itseekswishes
forabalanceofpaymentssurplus,exportsofunemploymentandinflation,
importrestrictions,exportrestrictions,expansion ofexportshare,
securingrawmaterials,promotingadvancedindustries.
Amercantilist’sviewofworldemphasizesthenation’s‘securityand
control’amongstates,eventhoughitisintheglobalizationera.The
surplusisthetoppriorityinthefinancialcircumstances.Sincethe
surpluscanbetranslatedthewealthintogold(i.e.accumulatingafortune)
onthecontrarythedeficitisregardedasadeclineofnation-state.Sothe
statepursuesasurplus.Thewinnersandthelosershadtoco-existwithin
thegameof‘zero-sum’.Ifweignoreatthedegreeofdiferenceanduse
withtheextremeexpressions,thereexistsnotmuchdiferencebetween
capturingtheterritorythroughmilitaryoccupationandsearobberas
moneypiracyinthehighseas.
Themercantilism,theeconomicrule,andtheinstabilityofinternational
financialsystemareinterrelated.Themercantilismcanbedefinedasan
economicpolicythatresultsincontinuingcurrencyaccountingsurplus
(ordeficit).Thesurplusoncurrencyaccountingistheresultofthe
domesticlow growth,theexchangeratecompetitioncomparedtothe
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tarifsbarriersandcustom-freetradeorglobaleconomicgrowth.
Whenthinkingaboutthewayofthemercantilism,evenwiththesame
economicnationalism,itisclassifiedintothetwotypes.Oneisthe
‘stability-orientedmercantilism’,andtheotheristhe‘devaluation-oriented
mercantilism’.Theformeristhecasethatthesurplusoncurrent
accountingisstable,associatedwithexchangerateorcurrencyvalue.
ThisisthedefensivemercantilistJapanafterwar.Thelattercaseisthe
casethatthesurplusoncurrencyaccountingislinkedtodevaluatingthe
value.ThisrepresentstheaggressivemercantilistUSsincelate1980s.
Thestability-oriented mercantilistmarketdependson thestable
inflationwageincreasesandstabledomesticprices.Highgrowthwil
supportthestablelaborcosts.Thisarrangementbringsaboutthe
Table11:TwoTypesofMercantilismandFeatures
Devaluation-orientedmercantilismStability-orientedmercantilism
Thesurplusoncurrencyaccount-
ingislinkedtodevaluationofthe
price
Thesurplusoncurrentaccountingislinkedto
astableexchangerateorcurrencyvalue
Definitions
・Hightradebarriers
・RestrictionsoncapitalmovementHowtotradebarriers
↙ ↘
Measures
・Hightradebarriers
・Restrictionsoncapi-
talmovement
・Lowleveltradebar-
riers
・Freecapitalmove-
ments
・High(export-oriented)growthun-
dermoderateinflation
・High(exportorient-
ed)growth
・Highvaluecurrency
accumulation
・Foreign exchange
accumulation
・Possibilityofinterna-
tionalcurrency
・Lowgrowth
efects
TheUSsince1985
Japanfrom theendofwartothe
mid-1980s
Japanuntilthe1970s
Chinasincethe1980s
Japansincethe1980scases
Note,partialymodifiedandaddedtoHerr,1997:136
accumulation offoreign currency in the mercantiliststate.Said
diferently,thestability-orientationischaracterizedbyarelativelylow
interestrateontheonehand.Countriesthathavedeficitsorweak
currenciesonthecurrentaccountbalanceareforcedtoadopthigh-
interestpoliciestoimportcapitaltohandledeficitsontheotherhand［Herr,
1997:135-136］.
TheUS,despitethefactthatitwasadebtor,felintodebtduetoits
owncurrencyinthe1980s.Ifthemercantilistcountryadoptedthelow
tradebarriersandfreecapitalmovements,thecurrencywoulddevelop
intoaninternationalcurrency.
Thestability-orientedmercantilistcountryleadstothetradebarriers
andthecurrencycontrol.Thetradebarriersleadtounderestimated
exchangerates,ratherthan totheglobalprotectionistmovement.
Howevercontroling currency can easethepressureon thelocal
currency.Themercantilistcountrydesiresahigh-valuecurrency,but
regulatingthetradeandcapitalmovementcannotbeconsideredtoreach
thestageofinternationalcurrencyontheonehand.Theexternal
regulationtendstoprotecttheconditionsofdomesticgrowthonthe
otherhand.
Japanwasastable-orientedmercantilistcountryatthattime.Japan
wasableto‘limit’theimportsbymeasuresofnon-tarifbarriers,andthen
gradualyapprovedfreecapitalimports,whichmadeJapanasurpluson
thecurrentaccountandacquiredtheinternationalcurrencyposition
from themid-1980s.Thisalsoexplainedthereasonsforrelativelyhigh
growthrates［Herr,1997:139］.
Thedevaluationaimstopreservesurplusoncurrencyaccounting,orto
createitonanotherfront.Itthereforedoesnotaim toraisethe
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accumulationofcurrencyinacertaincountry.Thismayimprovethe
domestic producers’competitiveness,and increase the value of
currencies.Thedevaluation,inasense,wilaimatthestability-oriented
mercantilism.Howeverthedevaluationtendencyrequiresthespecific
domesticconditions.
WorkersintheUSjudgedthegovernmentanditspolicytodevelop
theiremploymentand status,becauserelatively employmentwas
secured.Theywerethusorientedtowardeconomicnationalism［Arakawa,
1977:206］.TheUSgovernmentcouldnotignorethisdomesticfactor.
Itisnecessary,forexample,thatthewagesarestrictlycontroled;
declinesinrealincomearisingfrom currencydecline,andconfidence
from currencystabilityaremaintainedinotherwords.Soitisthe
devaluationofparitythatisunlikelytobeapplicabletocountrieswith
inflationproblems［Herr,1997:141］.
Consideringthetwotypes,Japaninthe1980sshowedastability-
orientedmercantilism,buttheUSshiftedfrom astability-oriented
mercantilism throughthe‘PlazaAccord’paritytothedevaluation-
orientedmercantilism ineraofthesecondReaganadministration.The
monetarypolicychangedgreatlybetweenfirstandsecondoftheReagan
administration.Thedevaluationmeansthatthegovernmentandthe
centralbank intentionaly orefectively reducethevalueoflocal
currencyagainstothercurrencies.Itsobjectiveistocutthebudget
deficit.Thedeficitofcurrentaccountgothugeduetoalargeimport
overshoot in the second Reagan administration,and as ‘policy
cooperation’,throughthelinewithappreciationofyenanddepreciationof
dolar,theparvaluedevaluationwasselectedasadefactomethod.The
UShadthenextdilemma.
FirstiftheUSbalanceofpaymentswasnotinthered(deficit),liquidity
(foreignexchangereserves)couldnotbeexpectedtoincrease.
SecondtheUShadtobeintheredinordertoincreaseliquidityand
extendworldtrade,buttheUSdeficitcausesfordolarconcern.
Thirdifitwasinthered,thedolar’scredibilitywoulddeclineandthe
dolarwouldloseinternationalliquidity.
Ittook an attitudethatprotecting own wealth from economic
competitionamongcapitalistcountriesafectssecurity.Mercantilismand
geo-economicrecognitionspread.Theideatookup‘viewpointofJapan’s
Threat’overthe1980s［Yamamoto,2009:13］.
2.ReexaminationofNation-StateModelfrom InternationalPoliticaland
EconomicProcess
Weunderstandtheideathatitisnecessarytoorderaccordingtothe
hegemoncountriesthatprovidethecommon‘internationalpublicgoods’
oftraderelationsandstabilityofinternationalcurrencyandtheir
guidancetothepoliticaleconomyofworld.Ahegemoncountrywould
bearmuchofthecostprovidinginternationalpublicgoods,andseeka
correspondingburdenalsoontheparticipatingcountriestopreventfree
riders.
ItcanberegardedasaconsequencethatthehegemonyofUSdeclined
fromthe1970s;economicfluctuationssuchastheinternationalmonetary
systemandtheforeignexchange,thetradingcapacityandmarket,and
theimbalancesinforeigneconomicrelations.TheUStriedtostopevena
bitofdeclineofitshegemonybyincorporatingJapanintoajunior
partner.JapancontinuedtocooperatewiththeUStomatchitsinterests
inthelongrun［Gilpin,1987:331-334］.Thisisahegemonicperspective.
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Thereexistsanobjectiontothetheoryofhegemony.Sincetheworld
economyisformedonthebasisofmarketmechanisms,theinternational
currencyproblem isbasedonmarketforces.Whetherornottothink
abouttherelationshipbetweenJapanandtheUSintermsofhegemonism
canbeexplainedfrom thediferencebetweenthetheoryof‘structural
power’andthetheoryof‘relativepower’.TheformermeansthattheUS
governmentunilateralystructuredthepowerofinfluencingmonetary
policyonothergovernments.Thelatterspecificalyemphasizesthe
mutualinfluenceinpowerrelationsbetweenJapanandtheUS.
TheUScouldnotalwaysexercisepowerunilateralytoJapan,but
Japan hasbeen necessarily accepted unconditionaly to the US’s
demands.TheUSmustalsoconsiderJapan’sposition.Thisrelationship
maybereversed.Wemustconsidertheinteractionofinfluencehere.
Thereisnotalwaystheexerciseofpowerfrom theUStoJapanas
stipulatedbytherelationshipbetweentheJapanandUSatthattime
［Strange,1988:ch.8］.
Theglobalizedfinancehastheefectofweakeningthenationalpower
becauseprivatecompaniesandindividualscanfreelytransferwealth
abroad,sincethebalanceofstate(politics)andmarket(economy)is
broken.Japanisconsideredtobeinapositionwhereitishardtobe
independentintermsofsecurityofmilitaryandeconomics.Japan
dependsontheUSmarketforexportsandmilitaryforsecurityunderthe
‘nuclearumbrela’oftheUS.Japancouldhavechosenitsownroute
againsttheUS,butsinceithasbenefitedfrom theliberalmarket
economy,itplacesacertainburdenontherouteintheinternational
cooperation,andhastofindaplacewhereitshouldbe.Itisnecessaryfor
Japantomaintaincooperationwhilelimitingtheburdentoareasonable
extentinresponsetothepoweroftheUSsometimeduringthatperiod
［Calder,1988a:ch.11］.
Thisisanexplanationfrom the‘reactivestate’theory.Thegrounds
comefromthefactthatJapanhaseconomicstrength,buthascontinued
economicdiplomacy and security policy reacting passively tothe
pressurefromtheUS.Japanhasavestedinterestintheself-restraintof
nationalability,theprotectionistmercantilism,therelianceontheUS
market,etcinordertorelyondefenseinaliancewiththeUSin
considerationofthevolatilesecurityandunstableresources,adjusting(or
reacting)theinterestsofthedomesticvariousgroupsthatdefend
themselvesaccordingtochangesintheinternationalenvironment.There
maybealackofpoliticalleadershiporthelike［Calder,1988b:517-541］.
ConsideringJapantodate,wewilhavetolookbackonthepoliticaland
economicsituationofJapanfromthe1980sonceagain.
Japan’seconomicpowerhascontinued theprincipleofnational
cooperationdespitereceivingchalengesfrom domesticandforeign
countriesinthe1980s.TheeconomicpolicyofReaganadministration
increasedexportsofgoodsandcapitaltotheUS.Andthe‘PlazaAccord’
in1985(andthe‘LouvreAccord’in1987)turnedtoaboomingeconomy
linkedtotheBubbleEconomy.Thatprocessrelaxedmostofthetension
withinJapan’sdevelopmentalistinstitution.
Thepriceofstocksandlandpricessoaredinthe1980s.TheJapanese
governmentadoptedJapan’seasymoneyandtightfiscalpolicysincethe
‘PlazaAccord’,inparticularthe‘LouvreAccord’.Itwasamirrorimageof
theReaganadministrationaimedatsupply-sideeconomy.TheJapanese
governmentintendedtooptimizethevalueofyeninitspolicymotive,
andatthesametimetomaintainhighlevelsofexportsandinvestmentto
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theUS.
PartofthetradesurplusisalsotheresultofinvestinginUStreasury
bilsandstocks.TheeconomicdownturnofUSwascausedbythetwin
deficitsoffiscalandtrade.Japanwascertainlyabletoincreaseitstax
revenuesbyexport-orientedeconomicexpansion,andliquidateprevious
governmentbonds.TheJapanesegovernmentwasfurthermoreableto
drownoutcriticismfrominsideandoutsidetothedevelopment-oriented
tilthenwithalong-termeconomicboom.
Japan’s economic dependence on exports remained unchanged
regardlessofthehugetradesurplus.Althoughthecapitalmarketin
Japanwasfurtherliberalized,thescopeofliberalizationwasnotbasedon
therequirementsofdomesticfiscalsystem,butrathertheinternational
constraintsofopeningdomesticfinancialinstrumentsglobaly.Indeed,
theJapanesegovernmentrelaxedtheregulation.
However there existed no indications for Japanese economic
bureaucratstochangetheirbasicpolicy.Althoughthemainbanksystem
certainlyweakenedafterthecolapseofBubbleBoom,itwasnotthatit
wasdefunct.ThekeiretsuthatisabusinesspracticeinJapanalso
survives.
TheJapanesepeoplethoughtJapan’sdevelopmentalistcooperation
stylewouldlastforeverintheBubbleperiodatthattime.Even‘Pax
Japonica’wouldappearandbeevenpublicizedinthe21stcentury.
However,inthefirsthalfofthe1990s,theBubbleEconomycolapsed,
efectivelyrevealingthedecliningtrendofJapanesedevelopmentalism.
TheJapaneseeconomyhadtoexperiencetheprolongedrecessioncaled
the‘lostdecade’inthe1990s.Later,duetoinactiveinvestmentand
consumption,theJapaneseeconomydeclinedrealGDPgrowthrateand
resultedinmassiveunemployment［StreeckandYamamura,2003:8-10］.
TheestablishmentofBubbleEconomy,itscolapse,anditsaftermath
wereresponsibleforpoliticaleconomicalmanagementoftheJapanese
government.ItisevidencethatpolicyoftheReaganadministrationinthe
US(includingthesuccessivegovernmentsincethen)couldnotbedealt
withappropriatelyinpoliciessuchaseconomyanddefense.
Giventhesecircumstances,didtheJapanesedevelopmentalistmodel
transformintoaliberalmarketmodel?Butitdidnothappen［Gilpin,2001:
190］.GovernmentsandindustriesinJapanhaveadjustedtheJapanese
styleandmodelafterbeingconditionedontheincentivesandconstraints
ofmodelsoastocopewithinstitutionalchanges［Vogel,2003:325］.
Japancontributednearlyone-halfofforeignaidtoSoutheastAsian
countriesanddirectinvestmentforthepast20yearsbeforethe‘Plaza
Accord’.TheappreciationofyenhadincreasedJapaneseinvestment
since1985.Itdoubledfrom1951to1984.Japanhascontinuedtheflowof
aidandinvestmentwhilerepeatingthetradesurplusintheSoutheast
Asianregion.ThegovernmentsofSoutheastAsiancountrieshave
implementedderegulationandincentive,andhaveapprovedforeign
investment.TheJapanesedevelopmentalstatemodelhasfurthermore
becomehighlyappreciated［Katzenstein,2003:107］.
TheGovernmentoftheG5in1985begantheappreciationofyeninthe
‘PlazaAccord’.ManyJapanesecompanieshaverespondedbyshifting
productionsitestoSoutheastAsiatoreduceproductioncosts.Japanese
companiesexpandedtheJapanesesupplynetwork(nationalsupply
network)totheAsianregion［Vogel,2003:325］.
Fromtheabove,itisnecessarytodevelopadiscussionthatfulytakes
intoaccount‘pathdependence’inJapan’spoliticaleconomicprocessafter
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the‘PlazaAccord’.ThenwhatkindofJapanesemodelcanwethinkinthe
process?
3.TheEndoftheDevelopmentNation‐StateModel?
Inconsideringtheidealwayofthestate(seeTable12),oneofthethree
modelsfalsintoJapan［Berger,2007:267-268］.The‘reactivestate’modelis
basedonaprotectionistmercantilistprinciplepursuingthelimited
nationalinterestsbylargecorporationsandbureaucraticcoalition(e.g.
Japanbetween1960sand1970s),astheJapanesepoliticalsystem is
fragmentedandstagnant.The‘strategicstate’modelemploysa‘flying
goose’patternbasedonelitistpoliticalsystem,butuncertaininpolicy
formationonlytheeficientandaggressivemercantilism,andismilitarily
the‘freerider’(e.g.Japanbetween1950sand1960s).Thisisthoughttobe
themodelsofJapanuntilnow.The‘adaptivestate’modelisfragmentary
butgradualisticandflexibleinthepolicyformationforthoseprevious
Table12:ContrastedModelsofJapan’sForeignPolicy
AdaptiveStateStrategicStateReactiveState
PluralistElitistit;“JapanInc.”PatternedpluralismJapanesepoliticalsys-
tem
Fragmented:gradua-
listic
OpaquebutsuficientFragmented and
pronetoparalysis;re-
lianceongaiatsu
Japanese policymak-
ing
Low-key;liberalismTechno nationalism or
defensivenationalism
Narrow national
interest:anti-
militarism
Underlying concep-
tionofnationalinter-
est
IncompleteliberalismStrategictrade―aggres-
sive mercantilist; the
“flyinggeese”
Protectionist-mercan-
tilism
Trade and foreign
economicpolicy
Internationalcontri-
butionwithinshifting
limits
Freerider:surreptitious
building ofmajormili-
tarypower
Limited nationalca-
pacity;aliance-centric
Defenseandnational
security
Source,Berger,2007:268
twostatemodels,sogradualreform canbeinstitutionalized.Itshows
incompletebutsuppressedliberalisticfeaturesregardingtradeand
foreigneconomy,andcontributestointernationalsituationwithinthe
constraintsonsecurity.Ithinkthatitmaybegoodtothinkonthe
assumptionthatthismightrepresentJapan’sstatemodelsince1980s.
ItmaybestatedthatconsideringtheJapanesestatemodelsincethe
1980sfromthetheoryof‘structuralpower’or‘hegemonicpower’,andthe
theoryof‘relativepower’,itwasinastateoftransitioningfrom the
‘reactivestate’tothe‘adaptivestate’.Japan’sforeignpolicyhasbeen
seekingtheJapan’sunique,mercantilistpreferencesformanagedtrade
andnational-ledeconomicgrowthontheonehand,whilecontroling
pressuresfrombothoftheworldmarketandtheworldtradesystemon
theotherhand［Berger,2007:281-282］.
Thereasonwhyinternationalcooperativeactionssincethe‘Plaza
Accord’broughtabouttheBubbleEconomyanditscolapse,andthe
subsequentlong-termstagnationwerehardlytoeliminatethisstructural
weakness,and stil less to provide an alternative and passive
internationalizationtothepressureofglobalizationonaday-to-daybasis.
Itcanbethoughtthatitisbecauseithasdealtwithitthrough
multilateralcooperation.Howeversuchanindicationisnotthewhole
story.Wemightdealwiththepoliticalprocessinthe1980sfrom the
historicalperspectivethattherelationofJapanandtheUShadchanged
atthatpointinthePost-WorldWargreatly.
AsIindicateabouttheSDIrelationshipbetweenJapanandtheUS(see
ch.8inthispaper),itshouldalsobepointedoutthatthe‘relativepower’
existsintherelationshipbetweenJapanandtheUS.Itisnecessaryfor
mutualrelationsofdependingoneachother.Whileunderstandingthat
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theownhegemonycanbecarriedoutindependently,theUSmustregard
aninteractionssuchasJapan’seconomicpowerasanindispensable
factor.Japantendstoassumea‘reactivestate’model,butweshouldalso
considertheaspectthatisan‘adaptivestate’modelmuchfurther.
Geo-economicalperspectiveshaveemergedintheUSsincetheendof
ColdWar.WhiletheUSimplementedastrategyto‘contain’theSoviet
Uniongeopoliticalyontheonehand,ithasbeguntomoveintoaction
strategiestoshrinkJapan’seconomicpowereconomicalyontheother
hand.TheUS governmentconsidered export-oriented routesthat
becameaunifiedpublic-privatepartnerofJapan(e.g.‘JapanInc.’)asa
newmercantiliststrategyinJapanesestyle,andhassoughttoreviseit.
Thistradepolicycontinueduntilthemid-1990saftertheendofColdWar
［Yamamoto,2009:137］.
Someresearchesthatsupporttheregimewouldarguethatthedecline
oftheUSwouldnotbeabasisforaimingforthe‘PlazaAccord’orthe
‘LouvreAccord’.Countriessharingstakeholderrelationshipswereforced
toadvancetheinternationaleconomicregime［Koehane,1984］.Theprocess
fromthe‘PlazaAccord’tothe‘LouvreAccord’alsohadatraceofeforts
tostoptheinternationalfinancialorderfromfluctuatingduetothe‘policy
coordination’,andtheinternationalcooperationwasthe‘historicalprocess
concerningnegotiationandpolicyadjustment’.weshouldscrutinize
whethertheparticipatingcountriesinthe‘Accords’wereformedinequal
fashionforrealization,theUSpersistedthelongpasttimewhentheUS
wasahegemoncountry,ortheUSacquiredtheabilityoftheneworder-
building［Kano,2006:224］.
Theview of‘strategictrade’asamatterofpolicy,whichcaledfor
openingupthemarkettoJapan,becamethebasisfortheresult-oriented
trade policy offrom the Reagan administration to the Clinton
administration.WhentheUSrequestedoneafteranotherbasedonthe
policy,Japanrespondedpassively.Unlesstheexpandingthedomestic
demand,theaggressivefinance,theregulatoryreform,themarket
openingupandsoonwasprogressing,theUSpursuedJapanusingthe
‘highyencard’.HoweverJapanacceptedtheyenappreciationtoacertain
extent,andcarriedoutitsownintentwhile‘stroking’theUSinorderto
avoidinternationalcoordination［Kano,2006:305］.Thisview,atfirstglance,
seemstobeexplainedbythetheoryof‘structuralpower’,butcopingwith
Japancanalsoberegardedastheviewpointfrom the‘relativepower’
tryingtomaintainaregimecenteredonJapanandtheUS.Itcouldnotbe
neverthelessthoughtthattheserelationshipswouldlastforever.Weneed
remindthatvariationsinthecircumstanceofinternationalpolitical
economyandchangesuchasinnovationoccur.
ThenationaleconomicpolicycontrolwasbasedontheBrettonWoods
regimeaftertheSecondWorldWar.Itreliedontheapprovalofeconomic
hegemonyofUSamongthecapitaliststates,andthefactthateach
countryacknowledgedfinancialandmonetarypolicieswithintheborder.
Howevertheadvancedcapitalistcountrieshavecometorealizethatthe
economicproblemstheyfacewererootedinasetoffundamental
fluctuationssincethe1980s;inparticular,from thenationalpolicyof
productsandfinancialmarkets,thedeclineofsecondaryindustrial
productionandtheriseoftheservicesectoroftertiaryindustry,semi-
skiledproductionlineofthe‘flexiblespecialization’,thePost-Fordism,
andthediferentiatedproductionandsoon.Thesedramaticfluctuation
efectswerefurtherstrengthenedforadvancedcapitalistcountriesby
theendoftheBrettonWoodsregimeandthetwooilcrisesinthe1970s.
248――
PoliticalEconomicProcessfrom the‘PlazaAccord’totheStructuralAdjustment
TalksbetweenJapanandtheUS
第31巻――249
TheBrettonWoodsregimewasthedominanceofdolarasan
uncompetitivekeycurrency,basedontheUSeconomic,politicaland
militaryrule.ItwasinevitablethatWesternEuropeanandJapanese
economicgrowthgradualyerodedthedominantpositionofUS.Asthe
valueofdoldeclinedsincethelate1960s,MarkofWestGermanyandthe
yenofJapanhavebecomeanimportantreservecurrency［Herr,1997］.
Conclusion
Theformofeconomicpolicieswasalmostalteredbythefirsthalfofthe
1980s.Meansofmonetarypolicyandfinancialmacro-economicpolicyina
countrywasboundtotheinternationaleconomicsystem,profoundly
afectedbyit,andcouldnottakeindependentmeasures.Thereductionof
oficialratethatmadeproductionworkandincreaseofgovernment
expenditure,onthecontrary,becamecounterproductiveefect,and
stimulatedtheoutflowofcapital.Thegovernmentwastryingtostabilize
thecurrencyfixedly,butthepolicyofonecountryfacedtheinternational
pressures,andsuchactscostextraordinaryexpenses［Kitschelt,Lnange,
Mards,andStephens,1999:3,5］.
ItwastherevivaloftheUSeconomysincethe1990sthatwasdriven
by thebusinessproductivity notoftheresultofthetraditional
manufacturingindustrybutbyaknowledge-intensiveneweconomysuch
asfinanceandIT industries.Thismaybearesultofpracticingthe
‘YoungReport’inthelong-term,whereastheefectofthesecondReagan
administrationbasedonthe‘MorganReport’wasfrom ashort-term
strategyofthe‘PlazaAccord’.ItcouldbesaidthattheUSdualistic,
globalizedstrategywasseeninagapbetweenJapanandtheUSinthe
1990s.AndJapanstruggledwiththeafterefectoftheBubbleEconomy,
sothatitstagnatedforalongtime,anditcametothe‘lostdecade’［Kano,
2006:306］.
Theformallegalauthorityinmanyregimesissharedbetweennational
andsupranationalgovernanceorganizations,especialyinthecontextof
assumedstandard.Thestateisakeyplayerwithinthe‘webofinfluence’
wheretheregulationcreatedbythesuper-nationalregimeemergesand
develops.However,becauseitscharacteristicsdeterminetheapproach
adoptedbytheregime,itshouldbecomeindependentofthecapabilities
ofindividualnations.Thegovernmentsarelimitedinthescopeof
strategiesthatmustrelyonforcesthatarenearlyuncontrolablefarfrom
it［Scot,2003:644］.
Thisforcewilimposeconstraintsonhegemoncountriesbythe
‘boomerangefect’.TheUSgovernmentsneededtomaintainitsstyleof
internationalmarketorderandtosupporttheownauthorityofsociety
andpoliticsintheinternationalsociety.Howeverwemustalsobe
considertocauseanothersideefectifthisstylebecomesmercantilist.
Onceagain,bydefiningmercantilism,mercantilismisbasedonbeliefthat
the economy wil increase through the trade surplus and the
accumulationofvaluablegoodsresultingfromit.
Thestatepreviouslymanageditssurplusestobuildtheirreserves
(previouslygold,nowmainly)tobuildforeignexchangeandtopursue
theirowndefensefrom‘externalshocks’.Naturaly,asoneofitsdefensive
measureseveninmoderntimes,themercantilistdoctrineissupported.
Theadherentsbelievethattheeconomic,politicalandmilitarypowerof
nationcanbecoveredbythetradesurplus,inparticulartheoperationin
themanufacturingindustryandrelatedserviceindustry［Bergstenand
Gagnon,2017:2］.
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Tradeisthusrecognizedasthe‘zero-sum competition’.Ifacountry
winsineconomiccompetition,itshalleadtoanothercountrybeing
defeated.Thatthinkingiscertainlynotananti-tradestrategy,butrather
astrategytonurturethedomesticindustry,atthesametimeto
maximizeexportandminimizeimports.Andthemercantilistdoctrineis
notonlytoincreasenationalrevenues,butalsotoreachitspolitical
controltoothercountries.TheUSgovernmentshaverecognizedthatits
economicfailureandmisconductnecessarilyresultedinageopolitical
retreatinAsia.
TheUSisnolongerinapositiontoexerciseastrongcloutin
internationalpoliticalandeconomicrelationslikebefore1970.TheUShad
tochooseavarietyofdiferent‘partners’.TheyareWesternEuropean
countriesandJapan,andnowitmaybeChina.
Theterm‘absolutegain’isthepoliticaleconomyprinciplethattheUS
adheresasthekeycurrencycountry.TheUSpursuestheprosperityof
worldwhileenjoyingthemeritofcorecurrency.Thetwo‘philosophies’
coexistintheinternationalmonetarysystem.Howevertheycannotbe
realizedwiththedeteriorationoftheUSeconomy.Thishasbeen
repeatedafterthe‘PlazaAccord’everynowandthen,withthedeclineof
USeconomy.TheUS,infact,hasbeenaimingforthe‘negativegains’ina
lighterdirectionofpoorness.“Thedolarismyhomecurrency,butthe
issueofdolarisyourproblem,”saidtheTreasurySecretaryConnoly
beforetheNixonShocktowardEuropeancountriesandJapan.This
historicalquote,inasenseevennow,isthe‘truth’.
Weshouldthinkofirrationalitytousespecificcountrycurrencyas
internationalreservecurrency.Itisalsonecessarytoconsiderprotecting
theworldcurrencysystemfrominstabilityarisingfromthecurrencyof
specificcountryatthesametime.Thatmeansthatgovernmentsshould
seriouslyrethinkargumentsanddiscussionsonrebuildingpoliticaland
economicframeworkstoresolvethechalengecausedbycurrentthe‘yen
appreciationanddolardepreciation’anditsimbalance.（17）
*Ihaveoncepublishedapaperonthe‘PlazaAccord’inJapanese(NaraLaw
Review,vol.30,2018).ThispaperisputJapaneseintoEnglish.Ireviseandaddfor
thisEnglishversion.
Note
（1）ForNewRight,seeFuruta,2015:58-67.
（2）TreasurySecretaryRegansaidinalectureinTokyoin1983,asfolows.“We
thinktheyenisweakagainstthedolar,perhapsbecausetheyenisnotan
internationalcurrency.Ifthereismoredemandforyen,theyenisstronger
againstthedolar.Itisnotthatwewantaweakeningdolar.Iwanttoraiseyen
tothedolarlevel.Ifthereismoredemandforyen,Ithinkthatwecanachieve
it.”Hedidnotseekweakdolarbyraisingyen’sdepreciationtoyenappreciation.
Howeverequilibriumrecoverybetweenyenanddolarwastocooperatewith
thecurrencypolicymakersofthemajorcountriesandactivelyinterveneinthe
exchangemarketbytheUSgovernment.Foreignexchangeinterventionwas
expectedtobeabletoefectivelychangetherangeandspeedofrate
fluctuations.
（3）Bakerwasalawyerknownasatoughbargainerwithhispoliticalskil.He
tookupapostofthesecondReaganadministrationasasecretaryoffinance.In
placeofhispredecessormonetaristandsupply-sider,whichwasanobstacleto
hispolicychange,henominatedtoDarmanastheleaderofapracticingunit.
Thisunitwastoactintheinternationalcurrencydiplomacywhilerestraining
theprotectionistmovementofCongress[Kano,2006:165,168].
（4）YenanddolarnegotiationsinfluencedontheMOFgreatly.TheMOFwas
obligedtoconcedetotheexternalpressurefromtheUS,despitetheintentof
slowlyadvancingfinancialliberalization.Itcanbesaid,inasense,that
Nakasone’s attitude to ‘focus on Japan-US relation’and ‘breakthrough
bureaucraticpolitics’hashelpedtheUSasaresult[Nakanishi,2002:317-322;
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Tadakoro,1988:222-255].
（5）ForeignMinisterAbeagreedinaforeignministerialtalksonSeptember26,
1986withSecretaryofStateSchultzon;Japan’sreductionofsurplustotheUS,
andthesuppressionofprotectionismwithintheUS.Theseagreementswerea
posturetostrivefortradeimbalanceevenindiplomaticroutesbetweenJapan
andtheUS.
（6）J.A.AmyxpointsoutthatJapaneseParliamentariansarenotinterestedin
theexchangerateandinternationalfinancialcrisismanagement,sotheyhave
delegatedpolicymakingtotheMOFconsiderably[Amyx,2004:100].However,
regardingthepoliticalnegotiationssurroundingthe‘PlazaAccord’,thepolitical
initiativesofsomeinfluentialpoliticiansplayedamajorrole.
（7）Nakasonepushedthroughtheneo-liberalroutethatwasrageofthetimesin
1980s,suchasthereformonthegroundofderegulationandprivatization,butit
isdoubtfulwhetherhehimselfwasaneo-liberalist.Nakasonewasapolitician
whoadaptsweltothecurrentsoftimes,evenifhehadasolidthoughtful
nucleusbehindthedisjunctivediscourse,itspoliticalattitudealterdaccordingto
jumponthebandwagon[Otake,1994:257,259,263].
（8）The‘PlazaAccord’,from adiferentpointofview,alsoguaranteedtotake
Japan’sinitiativesinthedynamismofAsianeconomy.Japanesemanufacturing
industryshiftedproductionbasetoAsiancountriesinsearchoflowwagedueto
theappreciationofyenotherphrased[Pyle,2007:258-259;Kohno,2007:35].In
addition,JapanesecompaniesimplementedpartoftheJapaneseversionof
globalization oneafteranothersincethe‘PlazaAccord’.Meanwhile,the
investmentfortherealestategainedmorethanelectricandautomobileprofits.
ThecurrencyvalueofAsianemergingindustrializedcountries(NICs)alsorose
afterthe‘LouvreAccord’[Hook,Gilson,Hughes,Dobson,2012:117,217].
（9）K.Kondo(theformerMOFoficer)summarizestheplazastrategyasfolows
[Kondo,1999:159-160].① TheUSDepartmentofStatepreparedtheplanwel,
andJapansupportedit,②demonstratedtheefectofunexpected,cooperative
interventionachievedtheshort-termefects,buttheexcessivedolardropcould
notcomeupwithanactform efectivecooperativemeasures,③thepolicy
oficialsneededtodealwiththeworstsituation,④itwasnecessaryforthe
policycoordinationtorespondtotheglobalization,but⑤ the‘coordination’and
the‘cooperation’couldnotdirectthereconstructionofinternationalmonetary
system,⑥itledtotheAsianeconomylong-termefectofdeveloping,and⑦it
becametheprimarycauseoftheBubbleEconomy,invitingholowingoutofthe
Japaneseeconomy.
（10）Weconfirmthatthereremains,beyonddoubt,controversyovertherolethe
BOJplayedintheassetinflationphase.
（11）SuchremarksarerepeatedwithintheUSevennow,keepinginmindthatthe
exchangerateofcurrentChineserenminbiistoolow.
（12）TheJapan-USConstructionTalkssubmittedthefinalreportinJune1990;①
spending430trilionyeninpublicinvestmentin10years,②efectiveuseoflow
pricedandundevelopedland,③reformedthelargestorelaw,④monitoring
ilegalcartelandstrengtheningpenalties,⑤formulatingguidelinesforafiliated
dealings(keiretsu)⑥redressingdiferencesbetweendomesticandoverseas
prices,andfolow-up,⑦folow-upmeeting,⑧notactivatingSuper301Article.
ThisreportledtotheUSGovernment’sAnnualReformRequestFormbasedon
theJapan-USpartnership.
（13）TheClintonadministrationhadtoperformtheboldimprovementmeasures
since1993.Itmovedintoactionoftheausteritymeasurestoreducethefiscal
deficitof140biliondolarsoverfouryears.ItalsoratifiedtheNorthAmerican
FreeTradeAgreement(NAFTA)inJanuary1993inordertorevitalizethe
economy.Theadministrationhadundergonethesignificantreformstorebuild
theUSeconomy(promotingemployment).
（14）ThecaseofToshibaMachine,whichviolatedtheCCOM (theCoordination
CommitteeforMultilateralExportControls),didnotdirectlyafectfinancial
negotiationsfrom the‘PlazaAccord’tothe‘LouvreAccord’,buttheincident
causedtocriticizeJapanfrom thecitizensintheUS.TheToshibaMachine
exportedfourmachinetoolstotheSovietUnioninthebeginninginFebruary
1982.The SovietUnion succeeded in combining Norwegian companies’
computerstolowerthesubmarine’sscrewnoise.AviolationoftheCCOMwas
discovered,andvoicesofsanctionsagainstToshibafromtheUSrose.ASenator
(RepublicanParty)proposedtheToshibaSanctionsclausetoCongress.Hewasa
boss-likeconservativeinthebankingandfinancefield,Rep.D.Hunter,member
ofthemilitary committee(theRepublican Party),madeasanction bil
incorporatingtheimportprohibitionoftheToshibaproducts.Thebanking
committeepassedasanctioningbiltoeliminatefrom theUSgovernment
procurementmarketagainstacompanythatviolatedCCOM attheSenateon
April30in1986.Wilson(theDemocraticParty)appointedabiltoprohibitthe
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importofToshibaproductsforfiveyears[Obi,1991:199-200].
（15）The‘MaekawaReport’(Reportofthe‘StudyGroupofEconomicStructure
AdjustmentforInternationalCooperation’)asfolowing;①deregulationasa
policybasedonthemarketprinciple,②thepolicycoordinationwiththe
governmentasameasurefrom aglobalperspective,correctingtheJapanese
economicstructure,and③ thecontinuationofmedium-andlong-termeforts.
Theycoexistedtheshorteningcurrentaccountsurplusduetoshort-term
domesticdemandexpansionandtheneedforlong-termstructuralreform.The
developedcountriessuchastheUSsoughtdomesticdemand-ledgrowthin
Japan,butitwasbasedonstructuralreform[Nakanishi,2002:337,329].
（16）TheUS’sexternaleconomicpolicyactsintheform ofthe‘Washington
Consensus’[Pieterse,2003:67-94].ItissaidthattheWashingtonConsensuswas
formedinthe1980s.ItistiedtothetraditionalAmericanexceptionalismofthe
US.Theexceptionalism makesfreemarketanddemocracycoexist.The
WashingtonConsensus’sbelief(tenet)canbeconsideredtobemonetarism,
reductionofgovernmentspendingandregulation,privatization,liberalizationof
trade and financialmarkets,and promotion ofexport-oriented growth.
Washington Consensuswasnewly requested from domestic policiesto
internationalpolicies.Thefootprintisalsoindicatedinthepolicyofthe
internationalfinancialsystem.Statedinadiferentfashion,theendofColdWar
hasbeentiedtotheexpandingpoliticizationoftheIMFandtheUS.TheUS
governmenthasrepeatedlythe‘reward-orientedappointment’.
TheWashingtonConsensushasbeenimplementedthroughIMFstabilization
lendingandtheWorldBank’sstructuraladjustmentprogram.“TheIMFand
theWorldBankwereagreeduponattheBrettonWoodsasaresultoftheUS
Treasury Department;theUS Treasury could instructand directother
countriesashavinginternationalprestige.
TheWashingtonconsensusembodiestheAnglo-Americancapitalism that
representstheperspectiveandbenefitsoftheWalStreet-Treasury-IMF
complex.TheWashingtonConsensusthusservesasaresponsetofinancial
instabilityanditsfinancialinstabilityandcrisismanagement.TheWashington
Consensusdeclaresfreetradeandexportorientedgrowth,butunderfreetrade,
therealpoliciesbecomemorecomplicatedandfrom usingforeignpolicy
measures(e.g.themostfavorednationtreatmentandthehightarifmeasures),
introducinglegislativeism intotheworldtraderulesviatheWorldTrade
Organization(WTO)andafectingexchangeratesinothercountries(e.g.the
‘PlazaAccord’in1985andtheappreciationofyen).
（17）Thephenomenoniscaleda‘tradewar’betweentheUSandChinasincethe
inaugurationofTrumpadministrationin2017.Itissaidtobe‘protectedtrade’,
whileitispoliticalinatradeagreementwithJapan,theUSandothercountries.
HeuseshispowersandisactiveincreatingconditionsthatfavortheUS.Itis
dificulttodistinguishbetweentheTrumpadministration’s‘protectionist’policy
and‘beggar-my-neighbor’policy.Ifprotectionism is‘limitsfornurturingand
expandingdomesticdemand’,his‘beggar-my-neighbor’policyis‘apolicyto
expanditsexportsanddepriveothercountriesofdomesticdemandbyunfair
tradeagreementsetc.’Itisdefined,asifwethink,thatTrump’sforeigntrade
strategyisclosertothe‘beggar-my-neighbor’policy,itmaybedefinedas
‘protectionismwithoutfiscalspending’.Suchthinkingcan,beyonddoubt,seeits
sproutalreadyintheReaganadministration.
TheUShas,therefore,advocatedeconomicnationalisminwhichglobalismis
attachedto‘AmericaFirst’.Putanotherway,thepolicyof‘beggar-my-neighbor’
asaresultofglobalismisestablished.
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